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Once upon a time there was a handsome 
corn seedling growing in a field of rich 
black soil. It planned to become tall and 
strong, in order to fatten the farmer’s 
purse. 

Then along came a rather nasty grub 
leading an army of hungry wireworms, 
rootworms and cutworms. And this army 
ate and ate the tender roots of the baby 
plant. Having lost its footing, the young 
corn stalk toppled over with the first 
strong breeze. 

Next year the story was happier. The 
farmer had read about Shell Chemical’s 
aldrin and its power to protect roots from 
a long list of wicked moneygrubs. He 
applied aldrin. The bad bugs were 
beaten. All his corn grew tall and strong. 
And now the farmer prospered. 


There is a moral to this story, but it is 
overshadowed by a broader conclusion: 
Shell Chemical is helpful in many ways 
to many people. 


SHELL CHEMICAL 
COMPANY 


Chemical Partner of Industry and Agriculture 


NEW YORK 
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41958 1959 1960 1961 
‘ 1953-55 Year Month Week _—§ Latest 
j Average Ago Ago Ago Week 
BUS N ESS WEEK INDEX (chart) 133.3 1594 142.3 144.2r 144.3* 
, 
PRODUCTION 
Steel iipot NOUS. OE UME). cocccscsccbssesecoeebectewsuoaseceeuntees 2,032 2,683 1,361 1,466r 1,492 
eg PP ee Peer ee ree LSP Yee Cer ee ee 125,553 164,027 74,204 96,057r 101,558 
Engine(ping const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $57,098 $88,755 $66,635 $52,595 
ae re, | pearl (millions of kilowatt-hours)........cecccccccccrecccccces 10,819 14,203 14,245 15,361 15,072 
Crude ve and condensate (daily av., thous. of bbls.)........ceceeccccceeee 6,536 7,293 7,165 7,198 7,137 
Bitumigpus coal (daily av., fhous. of SOND. <b Couecviewssvectwavses exces 1,455 1,487 1,343 1,163r 1,178 
Paperbard (tons) ....esseee eeesene since e déaduseeees Koveasamecesen 247,488 320,887 167,049 313,805 313,152 
TRADER 
Carloagngs: miscellaneous and I.c.1. (daily av., thous. of Cars).......sseeeee 70 60 48 48 46 
Corton all others (daily av., thous. Of Cars).......cseseccecccccvece 47 40 33 34 33 
Depari§ient store sales index (1947-49 = 100, not seasonally adjusted)..... 121 111 117 107 103 
Business failures (Dun & Bradstreet, number)....ccccccccccccccccccccccs 198 318 265 400 368 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)........eeeeeee 89.2 94.2 86.7 87.2 87.9 
Foodstuffs, daily index (BLS, 1947-49 = 100).......cccccccccccccccccces 90.5 72.3 76.5 78.3 78.7 
Peted cloth Gnot-0nd NOG, 90.) >.< 50 cane os cescdcsccvcdepeteseevs . 19.8¢ 22.5¢ 17.5¢ 17.5¢ 17.5¢ 
Finished steel, index (BLS, 1947-49 = 100).......ccceccccccccccccceces 143.9 186.8 186.2 186.2 186.2 
Seve ‘steel commosite (iroir Fae; F0A) ss cies secs 0 coc icc vncesecsceeevaces $36.10 $40.58 $31.17 $31.83 $32.50 
Copper (electrolytic, delivered price, E&MJ, Ib.)......ceccccccccceseccces 32.394¢  33.655¢  29.945¢ 29.000¢  29.000¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.)..... ccc cecccccccvccceces = 20.6¢ 26.0¢ 26.0¢ 26.0¢ . 26.0¢ 
Aluminum, secondary alloy #380, 1% zine (U. S. del., E&MJ, Ib.)......+6. oe tt 25.01¢ 22.99¢ 22.99¢ 22.96¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)......eeseeeeee $2.34 $2.09 $2.03 $2.04 $2.06 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.).......+ee. . 34.57¢ 31.95¢ 30.14¢ 30.17¢ 30.22¢ 
Wool tops (Boston, dsscawsascdooadpinsessbidoessodeaueusosseceoe $1.96 $1.77 $1.67 $1.68 $1.69 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)......eeece cibiaw 31.64 55.78 58.79 61.50 62.03 
Mediur» grade corporate bond yield (Baa issue, Moody’s)........+.eeeees ae 3.59% 5.37% 5.09% 5.11% 5.08% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2%% 4%% 3% % 2% % 2%e% 
BANKING (Millions of Dollars) 
Demar:d deposits adjusted, reporting member banks...........eeeee nea tT 60,616 61,058 61,955 60,680 
Total joans and investments, reporting member banks............+sse0 ° tt 102,177 110,362 108,417 109,642 
Commercial, industrial, and agricultural loans, reporting member banks.... tt 30,858 32,848 32,232 32,162 
U.S. Gov't guaranteed obligations held, reporting member banks.........- tt 26,444 30,238 30,631 30,712 
Total Yederal reserve credit outstanding............c.ssecceesess bases 26,424 27,406 29,455 28,545 27,853 
Gold £/0ck cosccececccecs ercese eeoeceeccece eee eeeeeeseessesesseeeeese 21,879 19,444 17,632 17,441 17,436 
MONTHLY FIGURES OF THE WEEK — =.) 6c oe 
Consusier credit outstanding (in billions).........cceeccccceees December......... . $34.2 $52.1 $54.6 $56.0 
InstalSnent credit outstanding (in billions)..........-eeeeeecece December......... ° $25.2 $39.9 $42.7 $43.3 
Whole3alers’ inventories (seasonally adjusted, in: DiliONs)... sescced December......... ; $10.6 $12.6 $13.3 $13.2 
Retails’ inventories (seasonally adjusted, in billions)..........+. December.......... $21.4 $24.3 $25.4 $25.4 
Exports: ( IN URNONE). Sco die secs tcaoes bog 40:59 sivie'nc'ne 564 cas +0'p 65 eae $1,290 $1,685 $1,797 $1,796 
* Prelimi: WA week ended February 4, 1961, r Revise 
tt Not a$ilable. Series revised. 8 Date 4 ‘Latest Week’ on each series om request. 
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READERS REPORT 
Prefab Pools 


Dear Sir: 

Your article regarding the swim- 
ming pool industry [BW—Jan.21 
°61,p126] was extremely warming 
to us in the midst of the cold spell 
we are experiencing. 

Your article, I feel, could have 
described fiberglass swimming 
pools in more detail, so as to clar- 
ify the difference between a spray 
job and the factory molded struc- 
tural units. When incorporated 
with the proper installation tech- 
niques, these so-called liners pro- 
vide a pool that has many advan- 
tages. Your mention of fiberglass 
as a liner may lead one to think of 
it as similar to vinyl, rather than 
the steel wall pool which can also 
be defined as a liner. 

Your mention of stepped-up re- 
search may lead one to think that 
fiberglass swimming pools are still 
in experimental stages. Yet, we 
have been producing prefabricated 
pools for many years. 

With improved distribution and 
education, I believe that fiberglass 
will become a major contender for 
a larger portion of this fast-grow- 
ing industry. 





S. QUENTZEL 
PRESIDENT 
AMERICAN PRESTIGE POOLS 
PATERSON, N. J. 


Waterbury-Proof 


Dear Sir: 

I am certain you are well aware 
of the vital importance of a com- 
pany name as well as the adver- 
tising value of product names. 

In the article about the Timex 
[BW—Jan.7°61,p84], you state that 
the United States Time Corp. is an 
outgrowth of the old Westbury 
Clock Co. I assure you, sir, that 
this statement is entirely erroneous 
as the name should read the old 
“Waterbury Clock Co.” 

Being fully cognizant of the cali- 
ber of your magazine, I know 
you will understand our concern 
and make an effort to correct this 
mistake in a name which has been 
synonymous with clocks and 
watches since the days of the sun- 
dial. 

Many thanks. . 

WALTER O. Howarp 
MANAGER 
INDUSTRIAL DEVELOPMENT & 

PUBLIC RELATIONS DIV. 
WATERBURY CHAMBER OF 

COMMERCE 
WATERBURY, CONN. 
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ene fit, beautiful look, beautiful soft drink 
dispenter. Beautiful job of close tolerance molding 
by Ge.:eral American. Working from wooden pat- 
terns, General American engineers designed six 
individual moldings. The shrinkage of each sepa- 
rate part was calculated to the thousandths of an 
inch. General American made the tools with the 
same precision. 

Result—when this soft drink dispenser is assem- 


bled the seams are practically unnoticeable. In addi- 
tion, the selection of the proper plastic, combined 
with General American’s skill in molding, provides 
a product with very good luster, high impact 
properties, excellent stain resistance—and a reason- 
able price tag. 

If you have a part or product that could or should 
be made of plastics, consult General American. In 
plastics, it pays to plan with General American. 


in thts 6-ptece 
soft drink dispenser 
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SERVICE 


Don’t forget public works when you allot credit for things that have 
helped sustain business activity—and will go on helping. : 

Public spending on all sorts of projects started last year at low ebb. It 
came on with a real surge, however, and finished the year at an annual rate 
about $3-billion higher than it started. 


So far in 1961, all types of construction have been hampered by weather. 
Even so, January was a pretty good month in public works. 


Seasonal obstacles to outdoor work are clearly visible in the construc- 
tion figures for January, of course, what with the snow and cold that gripped 
most of the country last month. 

Nevertheless, the value of work put in place is estimated by the Census 
Bureau at a little better than $3.8-billion for tne month. That put it in a photo 
finish with January of 1959 and 1960—a nose ahead of both prior years on 
the preliminary estimate. 

Privately financed work contributed nothing to the achievement, how- 
ever, falling far behind. It was public works to the rescue. 


A step up in public spending carried the total over a billion dollars in 
January—down a bit more than seasonally from Pecember’s exceptionally 
high figure but $137-million better than a year ago. 


Schools and roads account for more than 70% of the year-to-year rise. 


Recent contract awards promise a coatinued high rate of construction 
generally and public works in particular. 

On a seasonally adjusted basis, the contract totals compiled by the F. W. 
Dodge Corp. in November and December broke all monthly records. High- 
ways and schools, by the way, continued important factors. 


Dollar value of highway work in January was the more surprising in view 
of the weather, topping a year ago by more than 20%. 

Moreover, December’s score on revision turned out $100-million higher 
than the original estimate of just over $400-million. This made it not only 
a record December but a big month by any but summer standards. 

Back of 1960’s surge of highway spending—and supporting future pro- 
grams—was the early release of federal funds for contracting. 


Now funds have been allocated by states through fiscal 1962. 


Contract lettings for highway construction in the first six weeks 
of 1961 are 64% ahead of last year, according to McGraw-Hill’s Engineer- 
ing News-Record. The magazine lists the total at $463-million. 

It would appear that we also are getting a bit more for our highway 
dollar; the Bureau of Public Roads’ cost index for 1960’s fourth quarter 
stood at 135 (1946 equaling 100) against 138.2 a year earlier. 


Privately financed construction showed up rather dismally last month, 
again almost wholly due to difficulties in housing. 


Home building in January fell below $21-billion at a seasonally adjusted 
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annual rate, the poorest showing in some three years. This is all the more 
discouraging because there had seemed to be signs in the last five months 
of 1960 that the slide had ended. 

Weather may have been the main factor in January. Yet it is also 


reasonable to suppose that builders were waiting, in order to sound buyers’ 
mood as well as for a better reading of mortgage money conditions. 


Most observers are making their housing estimates pretty cautiously, 
even though the vacancy rate has stopped rising, at least temporarily. 


There seems, in fact, to have been a downturn on big projects. 
The first hint of a slowdown in the boom in multi-family units has begun 


to show up in Engineering News-Record’s cumulative count on the value of 
contracts; after six weeks, it began to lag a year ago. 


—o— 


Housing’s woes actually are tending to obscure some good gains in other 
types of privately financed construction. 


January’s total for nonresidential building ran fairly well ahead of a 


year ago; industrial structures were up by nearly 20% while commercial 
construction (notably office buildings) topped 1960 by 10%. 


A little strength in the used-car market, in the dead of winter, could 
be as helpful as it is unusual. 

None-too-sturdy demand and soft prices for used cars have been 
factors in retarding new car sales. And it is difficult, looking out the 
window at the snowbanks, to imagine that things are picking up. 

Yet Automotive News reports that dealers are feeling some quickening 
in used-car sales. Thus, when weather begins to improve, the new-car 
buyers have a prospect of better trade-ins. . 


January, like December before it, has been no great shakes in terms of 
new-car sales—and dealers’ stocks still haven’t been dented. 


This shows up in another wave of short work weeks and week-long 
shutdowns on the automotive assembly lines. Thus, weekly output, which 
had nosed up around 100,000, seems due to sag again. 


So, once more, Detroit is postponing the one thing the steel people 
had been hoping might turn their industry’s creeping rise to a jump. 


Installment credit was a very minor factor in the auto market in the 
last half of 1960; just about as much was repaid as was borrowed. 


Outstanding auto debt barely nosed above $18-billion for a new high 
the middle of last summer, then sagged $150-million by yearend. 


This certainly sets the scene for on-the-cuff buying—if the buyer, come 
spring, turns out to be in the mood for a new car. 


Consumers, it should be noted, may have been paying down their 
auto debt late last year, but the same wasn’t true of other things. Credit for 


purchases other than autos rose $1-billion in 1960’s last quarter. 
Contents copyrighted under the general copyright on the Feb. 11, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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How New Dollar Moves Add Up 


@ Kennedy program to bolster dollar and meet bal- 


ance-of-payments problem adds a few new measures of lim- 


ited nature to renewal of many set in motion by Eisenhower. 


@ But Kennedy puts more stress on strengthening U. S. 


economy and pushing exports; instead of bringing home mili- 


tary dependents he will try to get Allies to buy more weapons. 


@ Question remains whether all these steps can re- 


store balance if U.S. foreign expenditures are boosted. 


Pres. Kennedy came up this week 
with his program for solving the U.S. 
balance-of-payments problem and shor- 
ing up the international standing of 
the dollar. He presented the program 
to Congress in a comprehensive mes- 
sage that was more notable for its 
ring of confidence than for drastic pro- 
posals. 

The program contains only a few new 
measures, all of a limited nature, that 
can be expected to contribute directly 
this year to any reduction in the pay- 
ments deficit and the gold drain. Many 
of Kennedy’s recommendations merely 
continue actions that former Pres. 
Eisenhower set in motion. In_ his 
approach to the payments problem, 
however, Kennedy puts much more 
emphasis than Eisenhower did on 
strengthening the domestic economy 
and expanding exports. 

* Reactions—Abroad, the immediate 
reaction to the President’s message was 
generally favorable. By Tuesday, the 
free gold market in London was totally 
deflated. In some European financial 
centers, though, there was still a wait- 
and-see attitude. And some _ bankers 


' across the Atlantic even had second 


thoughts when Kennedy immediately 
followed up his payments message by 


an urgent request to Congress to 
raise the minimum wage in_ this 
country. 


The reaction in New York hasn’t 
been very different. Many financial ex- 
perts feel that the “tone” of the mes- 
sage was excellent, but that Kennedy 
did not go far enough in proposing 
explicit measures that would cut spend- 
ing abroad by the government, espe- 
cially its military expenditures in 
Western Europe. 


On one count, there was a sense of 
relief in New York and other big U.S. 
business centers. Some of Kennedy’s 
top aides had been pushing for quick, 
punitive action against U.S. companies 
that have been earning handsome 
profits out of overseas operations but 
not repatriating very much in the way 
of earnings. Kennedy indicated Mon- 
day that no action of this kind would 
be taken until the Treasury had given 
further study to the matter (page 51). 


|. What's in the Package 


Here are the really new measures the 
President proposed, the first two re- 
quiring action by Congress: 

e A reduction from $500 to $100 
in the duty-free allowance on foreig: 
goods brought home by U.S. tourists. 
This is expected to reduce spending 
abroad by $50-million to $100-million 
a year. 

¢ Legislation to prevent the abuse 
of foreign “tax havens” by U.S. com- 
panies with investments abroad. The 
idea is to stop the practice of accu- 
mulating earnings indefinitely in low- 
tax countries and eventually bringing 
them home under the guise of loans or 
untaxed investments. 

¢ Payment of higher interest rates 
on the dollars that foreign central 
banks hold in New York. This is meant 
to induce these central banks not to 
convert their dollars into gold. But 
the effect is likely to be negligible, 
since interest rates don’t exert much 
pull when foreign monetary authorities 
make such decisions. 
¢ Echoing Eisenhower—In following up 
Eisenhower's moves, Kennedy will con- 
tinue to tie econorhic and military 


spending abroad to purchase of dollar 
goods where possible, while other coun- 
tries will be kept under pressure to 
reduce barriers to U.S. goods. The ban 
on U.S. citizens holding gold abroad 
remains in force. 

In addition, Kennedy will continue to 
press suropean countries—notably West 
Germany—to make larger contributions 
to underdeveloped countries and West- 
ern defense. This will be done primarily 
within the new Organization for Eco- 
nomic Cooperation and Development 
—and Kennedy asked the Senate to give 
quick approval to U.S. membership. 
¢ One Reversal—The only Eisenhower 
move that Kennedy is rescinding is 
the order to reduce by 200,000 the 
number of dependents of U.S. military 
personnel residixg abroad. This had 
been expected to cut spending abroad 
by $80-million this year and almost 
$200-million in 1962. 

Kennedy hopes to equal the savings 
expected for this year by requesting 
service personnel to reduce spending 
by $80 fo: each individual. To recoup 
the 926U-million savings expected for 
1962, Kennedy is counting on a move 
by Defense Secy. Robert S. McNamara 
to persuade Allied countries—again, 
primarily West Germany—to increase 
purchases of U.S. advanced weapons 
for use by their forces or by Allied 
forces. 

So far, though, there has been a 
marked lack of enthusiasm for such 
propusais on the part of most Allied 
nations, including West Germany. 
¢ Crucial Question—Clearly, the Presi- 
dent's program leaves many questions 
unanswered. Above all, it provides no 
firm answer to one crucial question. 
That is, whether the score or so of old 
and new measures taken together will, 
in fact, bring U.S. international pay- 
ments back into balance in the face of 
the larger international expenditures 
that Kennedy says are needed. 
¢ Moves on IMF—In the hope of in- 
creasing the ability of the U.S. to meet 
its growing international responsibilities, 
Kennedy has ordered Secy. of the Treas- 
ury C. Douglas Dillon to study ways of 
making the International Monetary 
Fund a more effective mechanism for 
increasing international reserves. 

The purpose of this is to reduce the 
reliance of other nations upon the dol- 
lar—and the British pound—as reserve 


27 


= a 


==> 
ame 


See esa Sa 














currencies. Vien the U.S. and Britain 
try to bring th" ir international payments 
into balance z:inder present conditions, 
they risk stuf ing the growth of world 
trade. : 

As a starigs, Dillon will encourage 
the IMF to ‘et member countries that 
draw on it to ake currencies such as the 
German D-Niark rather than dollazs. 
This is one @” the questions Dillon will 
discuss nexteseek with a British Treas- 
ury mission ‘at is coming to Washing- 
ton. 3 


ll. What " Aims For 


If the Kégnedy balance-of-payments 
program rem@ins fuzzy in many details, 
the philosop¥y underlying it is fairly 
clear. The program is based on the 
hopeful view, which can be roughly 
identified with State Dept. thinking, 
that U.S. balance-of-payments difficul- 
tics are essentially temporary in nature, 
that the U.S. economy remains basi- 
cally strong and competitive enough to 
carn what is needed to pay for expand- 
ing U.S. international commitments. 

In any event, according to this view, 
the U.S. must not trim its international 
obligations to fit its balance of pay- 
ments. In effect, defense of the Free 
World, economicaily and militarily, is 
put ahead of defense of the dollar. 
¢ Changing Villain—A year ago, sup- 
porters of this view (there were many 
outside Waswington) blamed U.S. pay- 
ments losses;‘on temporarily lagging ex- 
ports. Ther: during last year, exports 
shot up fron; 1959’s low level and gave 
the U.S. a #iandsome trade surplus. 

But a_ s#ort-term capital outflow 
reached at ast $2-billion during the 
second half ¢¢ 1960, producing an over- 
all deficit 0f§53.8-billion, equal to that 
of 1959. Néfh short-term capital is the 
villain; the 4hsumption appears to be 
that if shor*. erm capital flows can be 
reversed, al] @vill be well. This involves 
the gamble iat exports and other fac- 
tors in the %palance of payments will 


continue nfo 







¢ Opposing@chool—There has been an- 
other scho®%¥ in Washington, which 
used to take its lead from ex-Treasury 
Secy. RoberyB. Anderson. This school 
argues that alance-of-payments deficits 
totaling mog than $11-billion in the 
past three years, far from being tem- 
porary in najure, reflect a weakening in 
the competitive position of the U.S. in 
the world gconomy. 

However, .1 strong dollar still is the 
keystone of she whole international fi- 
nancial syste:n, and the prerequisite for 
l'ree World defense and prosperity. 
Thus, this sshool contends, the dollar 
must be def 





‘ended at all costs—even if 
that involv cutting back some U.S. 
internationay military and economic 
commiutmen; ;. 
¢ Distincti 


—Kennedy’s _ balance-of- 
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payments program apparently comes 
pretty close to the recommendations of 
Under Secy. of State George W. Ball, 
who headed a task force on the sub- 
ject. The program also seems to re- 
flect the views long held by Treasury 
Secy. Dillon. Both Ball and Dillon are 
strong adherents of the optimistic ap- 
proach to the payments problem. 

It may have been due to their in- 
fluence that Kennedy makes a distinc- 
tion between the “basic deficit” in 
U.S. international accounts for 1960 
and the actual deficit. The “basic 
deficit,” as Kennedy defined it in his 
message, excludes the outflow of short- 
term capital, and represents our net 
position on trade, services, government 
spending, and long-term private invest- 
ment. On this reckoning, the U.S. was 
only in the red by $1.5-billion last year, 
and not doing badly. However, when 
vou count in the outflow of short-term 
capital, both recorded and unrecorded, 
the U.S. deficit was about $3.8-billion. 
¢ Key—Whatever the merits of this 
distinction, the movement of short- 
term capital during the rest of this year 
holds the key to how big a deficit the 
U.S. will have in 1961. And this capi- 
tal movement will depend in part on 
interest rate differentials between the 
U.S. on the one hand and Western 
Europe on the other (page 29). 

At midweek, interest rates were still 
decisively in favor of Western Europe 
—and short-term money was_ staying 
there. In London, the key Treasury 
bill rate was just over 44%, against the 
New York rate of 28%. On the Con- 
tinent the short-term rates were be- 
tween 4% and 5%. 

There is a good chance that British 
rates may come down soon by 4%—but 
that would still leave London in a fa- 
vorable position to atract money, un- 
less U.S. rates should rise at least a 
full 4%. Both in New York and Lon- 
don there is some doubt whether U.S. 
short-term rates can rise that much 
while Kennedy is pushing so hard to 
get the U.S. economy on an upswing. 
¢ Hopes—If there were to be even a 
slight reversal in the movement of short- 
term funds, the Administration would 
feel pretty confident that our interna- 
tional accounts could be brought close 
to balance this year—at least down to 
Kennedy’s “basic deficit” of $1.5-billion. 

The trade surplus should continue at 
roughly present levels through the first 
half of the year, and other big items in 
the balance aren’t expected to change 
much. In the second half of the year, 
the trade surplus may decline a little if 
business picks up here (imports would 
then rise) and declines in Europe. 

But by that time it is hoped that the 
combination of measures taken by 
Eisenhower and Kennedy will more 
than offset any decline in our trade 
surplus. 





Kenned 


The Treasury and the Federal Re- 
serve this week faced one of the most 
challenging tasks Pres. Kennedy has 
set anyone yet. Kennedy wants to nar- 
row the gap between short-term and 
long-term interest rates (chart). More- 
over, he wants to narrow it in a specific 
way—by lowering long-term rates while 
the short-term rate remains stable. 

In setting this objective, Kennedy 
is starting a new stage in the long and 
often stormy relationship between the 
Fed and the Treasury. The Truman 
Administration placed major reliance 
on the Treasury’s fiscal policy, its han- 
dling of the federal budget and debt; 
the Fed’s monetary policy played a sub- 
ordinate and sometimes subservient 
tole. Eisenhower gave priority to mone- 
tary policy. Now, Kennedy wants equal 
status for the Fed and the Treasury in 
working toward his credit goals. 
¢ Works Two Ways—Kennedy and his 
economic advisers feel that the sag in 
the economy might be arrested if lower 
long-term rates stimulate borrowing. 
But he does not want the short-term 
rate reduced further, for fear that might 
encourage a faster outflow of capital to 
money markets abroad, where short- 
term yields are already above U.S. 
rates. There’s no plan at the moment to 
hike short-term rates, but if the econ- 
omy does start up the prospect is that 
the Administration will want short- 
term rates raised to attract foreign 
funds. 

This is what makes his demand so 
bold and unorthodox. Normally, a 
country suffering a deficit in its balance 
of payments must tighten credit in 
order to attract foreign capital. But 
such a deflationary policy also forces 
domestic industry to contract. Ken- 
nedy wants to have his cake and eat 
it. He wants to hold—and even attract 
—foreign capital while at the same time 
encouraging domestic business to ex- 
pand. 

This calls for a definite break with 

the orthodox policies the Fed has been 
pursuing. The orthodox way to reduce 
long-term rates is to reduce the short- 
term rate. The nation’s money man- 
agers tried this last year and in 1958. 
Each time they were able to get the 
short-term rate down, but the long- 
term rate failed to respond. 
e Admits It’s Hard—Kennedy admits 
that it won’t be easy to find a solution, 
that he is seeking “two apparently con- 
tradictory objectives.” But he expresses 
confidence that cooperation between 
the government’s fiscal agency and the 
nation’s money managers can pull it 
off. 

In this week’s press conference, Ken- 
nedy specifically denied that he was 
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seeking any new or special authority to 
force the Fed to cooperate. He sought 
to quiet fears that the Fed’s independ- 
ence was in jeopardy. But he also left 
no doubt that he expects the Fed to 
help out. 

¢ Willing to Try—The Fed is prepared 
to do what it can. In private, some of 
its officials are frankly skeptical that 
long-term rates can be lowered without 
(1) forcing down short-term rates even 
further or (2) inflating the money sup- 
ply. But they say that they are willing 
to “negotiate.” 

This does not mean that the Fed is 
knuckling under to White House pres- 
sure. Under Eisenhower, FRB Chmn. 
William McC. Martin emerged as a 
powerful economic policymaker simply 
because the Administration regarded in- 
flation as the main problem and looked 
upon a flexible monetary policy as the 
best defense. Now, inflation is no 
longer an active threat, and the job of 
the Fed, while no less important, has a 
different goal. 

Moreover, the Fed itself is disturbed 
and puzzled at the sluggish response of 
long-term rates. The led cased credit 
substantially last vear, but the results 
are unsatisfactory. The Fed as much as 
admitted its failure last October, when 
it abandoned its “bills only” policy— 
the technique of limiting its trading to 
91-day Treasury bills in carrying out its 
open market operations to influence in- 
terest rates. Since then, it has traded 
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in securities ranging up to 13 months. 
¢ Recession Effect—Fed officials say 
that much of the stickiness in the long- 
term rate traces back to the mid-1958 
debacle in the government market. That 
was when a good many investors, includ- 
ing banks and other institutions, were 
caught by the end of the recession and 
by a shift of Fed policy from ease to 
tightness. As a result there was a wild 
scramble to get out of long-term bonds, 
and most holders suffered big losses 
Today, the financial community feels 
that the current recession will be short- 
lived. At the same time, they remember 
1958. So they are reluctant to do the 
buying of long-terms that would be 
needed to bring a reduction in rates. 
Even if the Fed takes direct action in 
the long-term market, many investors 
will be slow to follow. As one bond 
dealer explains: “When the economy 
turns up, the Fed will want to sell, and 
that will mean a real drop in prices.” 
¢ White House Action—So far, the 
main effort to reduce long-term rates 
has been made by Kennedy himself. His 
“open mouth” policy stating that long- 
term rates should—and could—be low- 
ered has had some effect on the market. 
But skeptics in Wall Street say [isen- 
hower tried the same jaw-bone tech- 
nique in 1958 without success. 
Kennedy also has directed the Fed- 
eral Housing Administration to cut its 
rates on government-insured mortgages 
from 53% to 54%. The Federal Na- 
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tional Mortgage Assn. will be buying 
more mortgages in the open market. 
This may not lead to a big increase in 
demand for FHA mortgages, but it may 
bring pressure for reduction of interest 
rates in conventional mortgages. 

e Chances Are—Kennedy may be able 
to get mortgage rates down—at least 
over the short run. But financial people 
still doubt that other long-term borrow- 
ing rates can be reduced. 

There’s a better prospect that the 
short-term rate can be held stable. This 
week, for instance, the initial financing 
made by the new Treasury debt man- 
ager, Robert V. Roosa, consisted of an 
18-month note with a 34% coupon. 
Many bond men thought that the 
Treasury could sell a somewhat longer 
issue as well, but Roosa deliberately 
concentrated on the relatively short 
term to avoid pushing up long-term 
rates. 

Roosa, who was formerly a vice-pres- 
ident at the New York Fed, has long 
been against the “‘bills only” policy. He 
favors a more flexible “bills preferably” 
policy, leaving the money managers 
free to “nudge” any area of the market 
in the direction they see fit. 

At the same time, Roosa does not 
think that the Fed should go into the 
market to support the Treasury’s financ- 
ing operations. He does think some de- 
parture from monetary orthodoxy is 
called for—and the prospect is that the 
Fed will become more experimental. 
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POLICE ROAL3LOCKS emptied streets of cars, helped break grip of heavy snow as... 


New#York Slams Its Gates 


Scenes such “is the one above, show- 
ing New Yorg City police stopping 
motorists at t':e Nassau County line, 
were familiar *\ghts this week as New 
York became jhe first major U.S. city 
completely to: prohibit movement of 
nonessential Girs. It was done as an 
aid to speedy. snow removal. 

On the recommendation of Sanita- 
tion Comm. aul R. Screvane, Mavor 
Robert F. \*agner issued the ban 
during the city’s worst snowstorm since 
1947. Its 17# in. came on top of a 
15.2-in. fall & December. 

In suggestipg the move to Wagner, 
Screvane wasg moved by memories of 
both the | snow of 1947”—when 
25.8 in. fe¥-and last December’s 
storm. In 1947, the city was virtually 
paralyzed. Private vehicles blocked 
snow remova! equipment despite pleas 
of former Mavor William O’Dwyer 
that motorists not make unnecessary 
trips. 

Last December, the picture was even 
worse. Snov removal crews were 
stvmied even more than in 1947 be- 
cause the number of vehicles in the 
citv has grown tremendously. Drivers 
abandoned cars and trucks in the 
middle of thoroughfares, obstructing 
the big snowplows and_ trucks that 
hauled away ;now. The job was made 
even more dificult by sub-freezing tem- 
peratures. 
¢ Drastic Step—Between Dec. 11] and 
last weekenc, there had been seven 
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other snowfalls, including one of 9.9 in. 
in mid-January that forced Screvane’s 
men to move more than 25,000 vehicles 
out of their wav. But it was not until 
last Saturday that Screvane took the 
extreme step of ordering private cars 
off the street—not only to aid snow 
removal but to keep the path clear for 
fire trucks, ambulances, and_ other 
essential services. 

The entire police force of 24,000 
was ordered to screen all incoming 
trafhc and order all but essential 
vehicles to turn back. Within the city, 
they stopped cars and demanded to 
know why motorists were driving them. 
More than 2,000 drivers got tickets for 
violating the law. Meantime, 15,000 
men and 5,000 pieces of equipment 
concentrated on clearing the thorough- 
fares. 
¢ City Is Calm—If anything surprised 
Citv Hall, it was the calm with which 
New Yorkers accepted the edict. But 
the calm did not mean that the ban 
caused no interference with the city’s 
wav of life and commerce. Public 
transportation—from the alreadv hard- 
pressed commuter railroads to the taxi- 
cabs—had to carry the greatest load in 
vears. 

Stores, hotels, theaters, restauants, 
and such reported business was down. 
Large employers reported absenteeism 
of about 5%. But, savs Screvane, “If 
the city had been bogged down all 
week, as otherwise it would have been, 





business would have suffered even 
more.” 

¢ Hardly Missed—Traffic experts who 
are studying long-range solutions to 
New York City’s congestion found no 
significant surprises or suggestions as a 
result of the ban—first on both private 
cars and trucks, then only on cars. 

On Monday, when both cars and 
trucks were banned, the relative quiet 
of the street failed to startle anyone. 
On Tuesday, when trucks once again 
were permitted to operate, the hopeless 
trafic snarls didn’t startle the experts 
either. 

The explanation lies in the fact that 
a large—but unknown—share of truck 
traffic is tied in to the important manu- 
facturing center that lies in the heart 
of Manhattan. The area is more than 
a residential and office district requiring 
only a small volume of trucks deliver- 
ing items ranging from bread and milk 
to typewriter ribbons and swivel chairs. 
The area also contains loft buildings 
housing the huge garment industrv and 
other manufacturers that require a con- 
stant flow of trucks to pick up and 
deliver raw materials, semi-finished and 


finished products. On Tuesday, these § 


trucks had to make up for a lost dav. 
Because of the great volume of 
trucks, as well as buses and _ taxicabs, 
the experts hardly missed private cars. 
After all, only a small share of persons 
come by car into Manhattan’s business 
district—something like 10% during 
the morning rush hour, short of 20% 
over a 24-hour period. 
¢ Strain on Transportation—Of course, 
in absolute numbers, this meant the 
diversion of people by the thousands to 
other means of transportation. The 
Long Island RR reported its patron 
age was the largest since the war- 
around two-and-one-half or three times 
the normal load. The Transit Authority 
reported subway traffic up a fifth, bus 


trafic up an eighth. The Port of New | 


York Authority, in charge of tunnels 
and bridges connecting New York with 
New Jersey, counted about 10% more 
buses and noticed that many were more 
crowded than usual. ' 

¢ Pro and Con-Still, in the coming 
wecks, private and public experts argu- 
ing New York’s transportation prob 
lems mav use what happened this week 
to bolster their contentions. Those 
siding with Trafic Comm. T. T. Wiley, 
in wanting more off-street 
spaces to accommodate — short-term 
parkers, will blame reduced business 
on people’s inability to drive into the 
citv. 

Those urging that public transporta 
tion—whether subway or commuter 
tailroad—be beefed up by any means 
will point to how much New York 
depends on its public transportation 
system in such a period—and to how 
limited the system’s capacity is. 
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Speeding Up Defense Spending 


President pressures Defense Dept. to accelerate con- 


tract awards to help ease unemployment. Meanwhile, revised 


weapons programs promise to raise over-all defense spending. 


The Defense Dept. has a traditional 
distaste for mixing defense business with 
economic pump-priming. But this week, 
Defense officials are reviewing contract- 
ing schedules for the next four months 
under Pres. Kennedy’s government-wide 
order to “expedite” contract awards as 
a means of easing unemployment. 

They believe that contracting can be 
accelerated some in the next few 
months, but are still uncertain how 
much—or what particular projects can 
be speeded to achieve the President’s 
objective. 


|. In the Works 


Even before the Kennedy order was 
issued, however, this year’s contracting 
was scheduled at a higher level than in 
any year since Korea (BW —Feb.4’6l, 
pl7). This increase in defense con- 
tracts has had a visible effect on indus- 
try; in December, when new orders in 
most heavy industry fell, orders rose 
among aircraft and electrical machinery 
producers. Says one Washington ofh- 
cial: ““We are already going at practi- 
cally a maximum rate of contract-let- 
ting. Our big job now is to see that all 
scheduled contracts go out before June 
30 and that none spills over to next 
year.” 
¢ Peak Period—Latest schedules show 
$22.8-billion worth of contracts for pro- 
curement, research and development, 
and construction during the fiscal vear 
ending in June. This figure compares 
with $18.9-billion worth of major con- 
tracts in fiscal year 1960 and $21.2- 
billion in fiscal year 1959. The peak 
rate of new orders is normally hit dur- 
ing the early spring. Between January 
and June this year, over $2-billion more 
in new contracts will be let than in the 
same six months of 1960. 

The $22.8-billion figure represents a 
$1.6-billion increase over the original 
level of new orders planned for the 
current year last August. Last month, 
the Eisenhower Administration ap- 
proved the increase. It reflects (1) re- 
vival of contracts held back in the 
previous year under Pentagon spending 
restrictions, and (2) authority to use 
extra funds appropriated by Congress 
this past summer. 
¢ Missile and Airlift Programs—These 
figures do not take into account Ken- 
nedy Administration decisions to step 
up the Polaris missile and airlift pro- 
grams. The Navy has been authorized 
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to begin construction of five more 
nuclear-powered missile submarines by 
June. Two of the vessels hive been as- 
signed to General Dynamics Corp.’s 
Electric Boat Div. at Groton, Conn., 
two to the Newport News Shipbuilding 
& Drydock Co., Newport News, Va., 
and one to the U.S. Naval Shipyard at 
Mare Island, California. These are in 
addition to the five vessels started earlier 
in the year. 

Cost of the extra vessels will run to 
some $500-million—much of the fund- 
ing to come from other shipbuilding 
accounts on the books, the remainder 
from next year’s appropriations. De- 
cisions are still pending on whether the 
Polaris program will continue to run 
on a schedule of 10 vessel starts a year 
and on how fast to boost output of the 
Lockheed missiles. 

The airlift program increase calls for 
production of 30 Boeing C-135 jet 
transport planes (page 64) (deliveries to 
begin in June, 1961, at a rate of two a 
month) and 23 Lockheed C-130E turbo- 
prop aircraft. These are in addition to 
50 C-130E planes ordered earlier in the 
year. The Air Force has $172-million 
to start production of the extra transport 
planes, will get the remaining funds 
next year. 
¢ Strategic Decisions—Pentagon off- 
cials are careful to distinguish between 
program increases such as Polaris and 
the transport aircraft and any acceler- 
ated contracting that mav be cranked 
up in line with the President’s economic 
goals. “There’s no make work in all 
this,” says one high-level official. 

Decisions on program increases are 
tied to the new Administration’s re- 
appraisal of defense strategy and repre- 
sent requirements for additional hard- 
ware. Other increases of this sort are 
in the works and will show up in the 
Kennedy amendments to the defense 
budget in the next month or two. 

The economic byproducts of strategic 
decisions will be more significant than 
the mere acceleration of existing: con- 
tract schedules. The impact of major 
projects like these goes well beyond the 
prime contractors’ own plants. The air- 
lift increase, for instance, will mean 
increased engine production for United 
Aircraft Corp.’s Pratt & Whitney Air- 
craft Div. at East Hartford, Conn., and 
General Motors Corp.’s Allison Div. in 
Indianapolis. 

e Expediting Contracting—Administra- 
tion insiders say the White House is 


putting the pressure on Defence Secy. 
McNamara to move fast on contracting, 
but the Secretary is reluctant to have 
defense planning get enmeshed in do- 
mestic politics. 

Still, the Secretary has lots of room in 
which to move. The Pentagon’s books 
show some $553-million still available 
for new hardware contracts this year 
over and above the amounts already 
scheduled to be let. Normally, such 
funds are carried to the next fiscal year 
to afford flexibility in defense planning. 


ll. Pet Projects 


Now the services are plumping for 
specific authority from McNamara’s 
office to use the money for new con- 
tracts over the next four months. The 
Army wants to use at least $200-million 
for a wide range of weapons—self-pro- 
pelled artillery, M-133 armored person- 
nel carriers, Little John rockets, the 
Davy Crockett tactical atomic weapon, 
and others. 

The Air Force is considering earlier 
contract awards for design of a new 
long-range cargo jet plane and the 
STOL (short take-off and landing) tac- 
tical fighter-bomber aircraft. Four bids 
are in on the cargo plane. According to 
Washington gossip, Douglas Aircraft 
Co. has an inside track on the contract 
because of its unfavorable backlog of 
orders. Award of the contract wouldn’t 
beef up the company’s work force verv 
much for two years, but it would allow 
Douglas to hold on to its present engi- 
neering staff. 
¢ ICBM Bases—Award of construction 
contiacts for Minuteman ICBM bases 
could also be speeded up. But this is 
a case where undue haste on contract- 
ing, Officials say, could botch up the 
program. The contract for the Malm- 
strom Air Force Base, Great Falls, 
Mont., has been delayed because of a 
gap between the low bid and the Air 
Force’s initial cost estimate. This is 
now being worked out in negotiations. 
A Minuteman base is_ tentatively 
planned for Pease AFB, Portsmouth, 
N. H., but the Pentagon wants to go 
slow on contract awards until the site 
is more carefully surveyed. 

The Navy is also considering step- 
ping up production of North American 
Aviation’s A3J, McDonnell’s F4H, 
Grumman’s W2F, and Douglas’ A4D 
aircraft. 

And, meantime, defense producers 
are keeping their oars in as_ the 
Pentagon reviews the contracting 
schedules. Says one aircraft company 
representative in Washington: “Every 
company has some project that needs 
to be carried on or beefed up.” 
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THOUSANDS OF ENVELOPES, imprinted with commemorative design, await Greeley 
stamps and first-day cancellations at office of Pleasantville dealers Mr. and Mrs. E. Milnor 
Peck. Mrs. Peck (above) bought 13 Ib. of the new stamps (well over 50,000) for her trained 


crew of housewives to lick and stick on envelopes before cancellation at the post office. 


New Administratio 


Friday of last week was a big day 
in Chappaqua, N. Y. (population some- 
thing less than 10,000), a commuting 
suburb of New York City. Besides be- 
ing the big shopping day of the week 
for housewives, it was the day when 
Chappaqua became the place of first-day 
issue of a U.S. postage stamp (pictures). 

The 4¢ stamp honors Horace Gree- 
ley, one of the first of the New York 
City commuters as well as a newspaper 
editor and Presidential candidate. 

First-day ceremonies—marking — the 
one day when the designated post office 
is selling the new stamps while the rest 
of the countrv holds off till the follow- 
ing day—are taken very seriously by the 
Post Office Dept. as a chance to mend 
local fences and indulge the whims 
of the estimated 20-million U.S. stamp 
collectors. 
¢ Preempting the Honor—The stamp 
was timed to mark the 150th anni- 


versary of Greeley’s birth. Amherst, 
N. H., his birthplace, might have made 
a bid for the first-day designation; so 
might New York City, where Greeley 
founded the Tribune in 1841. But 
Chappaqua, from which he commuted 
on weekends for the last 20 years of his 
life, moved first and most effectively. 

When now-retired Postmaster Gen. 
Arthur Summerfield announced the 
stamp last October, a stamp collector 
named O. Jay Myers, vice-president of 
Reichhold Chemicals, Inc., suggested 
to the semiwecklv local newspaper, the 
Patent Trader, that Chappaqua might 
be a logical choice for the first-day issue. 

Local groups, such as the Chamber 
of Commerce and the Lions, took up 
the campaign and got a favorable de- 
cision in late November. Later, Chap- 
paqua got a bonus when the new Post- 
master General, J. Edward Day, agreed 
to appear “‘as his first official duty per- 
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POSTAL SUBSTATION was set up in Horace Greeley H. S. lobby. 
People put stamps on souvenir programs as well as on mail for the 
The first day of issue is the only time a 
post office will cancel an unaddressed piece of mail. 


first-day cancellation. 


akes Bow 


formed outside the Washington, D. C., 
area.” 

Day planned to spend the night with 
his Harvard Law School roommate, 
Thomas W. Keesee, Jr., of Mt. Kisco, 
a neighboring town, and then to go 
back to New York City to help Adlai 
Stevenson celebrate his 61st birthday. 
e An Act of God—Mrs. Lee Bowler, 
an information specialist for the Post 
Office Dept., came to town weeks ahead 
of time to help the local committec 
with its plans. She indicated Chappa- 
qua might expect anywhere from 2,000 
to 10,000 visitors on Feb. 3. Merchants 
put on special “Greeley Day’’ sales, 
decorated store fronts with bunting, ar- 
ranged for box lunches. 

Then came a blast of wintry weather. 
When the post office opened at 7:30 
a.m., the temperature was four below 
zero, and the Weather Bureau was pre- 
dicting heavy snow starting by night- 
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POSTMASTER GEN. J. Edward Day spoke twice at high school, 
presented autographed albums of the new stamps to Greeley 
descendants and local dignitaries. 
Harvard Law School roommate, Thomas W. Keesee, Jr. 


to Stamp Collectors 


fall. (The third major snow of the 
winter did start about 3 p.m.) 

As Eugene Sheridan, president of 

the Chamber of Commerce, wistfullh 
put it: “If only Horace Greeley had 
been born in June, we would have had 
a ball.” 
e The Stamp Business—Weather or 
no, there was work to be done at the 
post office. The lobbv was jammed all 
day with local and out-of-town stamp 
dealers and collectors. 

Chappaqua’s post office ordinarily 
processes at most 25,000 first-class 
mailings in a single day at peak season 
(Christmas). For the Greeley first day 
alone, it expects to cancel around 
500,000 pieces of mail. 

“Expects” is the correct word. Al- 
though all first-day mail bearing the 


Greeley stamp (‘‘First-day covers” is 
the trade term) are canceled “9 a.m., 
Feb. 3, 1961,” some may have been 


canceled at the end of January and 
others as late as this week. 
¢ Bulk Business—The post office itself 
processes orders of, say, up to 100 
covers each—that is, it sticks the stamps 
on envelopes provided by the collectors. 
But some dealers—such as Mr. and Mrs. 
E. Milnor Peck (picture), whose Fleet- 
wood Cover Service may be the viggest 
in the business—require up to 50,000 
first-dav covers, and must put the 
stamps on the envelopes themselves. 

Such dealers turn up at dawn. Usu- 
ally, they are accommodated before the 
doors are opened to non-bulk cus- 
tomers. After the clerical work, in a 
motel or hotel room or wherever they 
set up headquarters, they have to get 
the stamped envelopes back to the post 
office for the cancellations. 

The retail price of a 4¢ first-day 
cover is pretty well standardized at 25¢ 


each or five for a dollar. 
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Price-Fixing Brings Jail Terms 


& ii executives of leading electrical equipment 


makers get jail terms for antitrust violations. 


@ These unusual sentences probably foreshadow 


tougher government action in such cases. 


@ Meanwhile, the companies involved have offered 


to negotiat* directly with customers on damage claims. 


In sleek, wales courtroom num- 

ber three of th Federal District Court 
‘in Philadelphia, seven officials of elec- 
trical equipment manufacturers were 
sentenced to j1il this week for viola- 
tions of section one of the Sherman 
Antitrust Act.. In addition, they and 
37 of their col eagues were fined $137,- 
500, and 29 corporations were fined a 
total of $1,787,000. General Electric 
Co. 1s paying:.$437,500 of that total, 
and Westinghouse Electric Corp. 
$372,500. 

But though: the fines are whoppers, 
it was the shot jail sentences—30 days 
each starting yext Monday—that made 
the news. Sesding men to jail is not 
unheard of inintitrust cases, but it is 
unusual. | 
¢ Sherman Act History—Certainly, 
never before 42 Sherman Act history 
had such a yxominent group of busi- 
nessmen been ::lapped into jail for what 
the defense ]#:vyers insisted on calling 
“ordinary antstrust violations” —formal 
agreements to: set prices, allot business, 
and rig bid* for various classes of 
cquipment. ¢«: 

The seven?:sncluded two vic¢e-presi- 
dents and ong, divisional general man- 
ager from G&§ a vice-president and a 
divisional sala** manager from Westing- 
house, and snarketing vice-presidents 
from Cutler-$lammer, Inc., and Clark 
Controller Cé In addition, 23 other 
men were given suspended 30-day jail 
sentences—anii: in several of those cases 
Chief Distric}' Judge J. Cullen Ganey 
said he grated the suspension “re- 
luctantly” because of the defendant’s 
age, health, e family situation. All 23 
were placed ¥ probation for five years, 
which means, if they “break the peace” 
or again viol¥e the antitrust laws dur- 
ing that pergod, the 30-day sentences 
will be immé@diatelv enforced. 


|. Government's Attitude 


In each case where a man is being 
sent to jail, the government had asked 
for even longer sentences ranging up to 
six months. Atty. Gen. Robert I. Ken- 
nedy, looking: over the cases at the last 
minute, not snly underwrote the earlier 
Justice Dept. recommendations, but 
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insisted that “even more severe sen- 
tences would have been appropriate.” 

Why this attitude on the part of 

the government, and what does it 
connote for future antitrust prosecu- 
tion (page 39)? 
* Deliberate Plot—The conspiracies 
charted were among the best organized 
tracked down by the Justice Dept., in- 
volving regular meetings in expensive 
resorts, coded communications, and 
complicated formulas for rigging bids 
on government contracts. Although no 
indictment charged a conspiracy oper- 
ating for more than 10 years, Robert 
A. Bicks, head of the Antitrust Div. 
when the cases were brought, has said 
that some of the agreements had ex- 
isted since the breakup of the NRA in 
the mid-1930s. 

Judge Ganey, before pronouncing 
sentences, quoted Bicks’ statement that 
the companies “have flagrantly mocked 
the image of that economic system of 
free enterprise which we profess to the 
country and destroyed the model which 
we offer today as a Free World alterna- 
tive to state control.” 

So the government action in holding 
out for jail sentences certainly cannot 
be interpreted as a sign that this will 
be a standard demand in antitrust cases 
from here on out. But neither can it be 
easily dismissed as an attitude applying 
only to this set of cases. 
¢ Examples—The government clearly 
wanted the executives sent to jail to 
make examples of them, to dramatize 
the fact that violation of the antitrust 
laws is indeed a crime. One indication 
of this reasoning: When the same man 
was involved in more than one case, the 
Justice Dept. asked for a jail sentence 
for him only in the first case. 
¢ Damage Suits—The clectrical equip- 
ment cases, of course, are not over with 
this week’s sentencing. Still to be re- 
solved are concurrent civil suits, and 
consent decrees to satisfy these cases 
are being hammered out by the com- 
panies, the government, and the judge. 

Some customers of the equipment 
manufacturers will probably trv to prove 
that the conspiracies resulted in high 
prices and sue for damages—triple dam- 
ages in the case of all buvers except the 


federal government. Several publicly 
owned power companies have already 
indicated an intent to sue, and some 
state public utility commissions are 
prodding private power companies un- 
der their jurisdiction to file for dam- 
ages. 

New York City, for one, this week 
said it had notified General Electric 
that it will sue for triple damages to 
recover what Mayor Robert Wagner 
claimed were overcharges on heavy 
equipment purchased from the com- 
pany. Wagner said similar suits would 
apply to other electrical equipment 
companies that did business with the 
city. Chicago, Los Angeles, and San 
Francisco have also announced that they 
will seek damages. ‘The National Insti- 
tute of Municipal Law Officers, com- 
posed of city attorneys, is considering 





So ap eee 


ns 


bringing a consolidated suit on behalf | 
of member cities that mav have claims. | 


The companies have offered to settle 
any damage claims by direct negotiation 
with customers. GE has called out of 
retirement its former chief Charles FE. 
Wilson, and Westinghouse has named 
George L. Wilcox, president of the 
company’s Canadian operations, to 
handle such negotiations (BW —Jan.28 
’61,p35). 


Il. Conflict of Responsibilities 


Beyond the implications of these | 


cases in the antitrust field, they also 
involved a conflict, repeatedly pointed 
up by Judge Gancy during the sentenc- 
ing, between individual and corporate 
responsibility. 
¢ GE’s Claim—A month before the 
first grand jury handed down its indict- 
ments, GE Chmn. Ralph J. Cordiner 
announced that the company had just 
discovered that some of its managers 
had been engaging in collusive practices 
with competitors, and. that these man- 
agers had been punished by severe 
demotion and job reassignment. GE 
top management insisted that it did 
not know such activities had been going 
on—that it not only did not condone 
them but had published a corporate 
policy statement against antitrust 
violations. Again at the sentencing 
proceedings, GE’s lawyer, Gerhard A. 
Gesell, insisted that the corporation 
“abhors, sought to prevent, and 
punished” antitrust violations. Indi- 
vidual General Electric defendants said 
the company’s punishment included 
demotions of as much as four man- 
agerial ranks and cuts in pay of as 
much as $50,000. 

But some of the individuals insisted 
that they had acted under directions 
of their superiors. The attorney for 
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W. S. Ginn, vice-president in charge 
of GE’s Turbine Div. and one of the 
seven going to jail, told Judge Ganey 
that his client was ready to testify 
under oath that price-fixing conspiracies 
were “inherited as a way of life” at GE 
and that “what he did he did as part 
of an over-all company policy.” 

¢ Top Brass Blamed—Judge Ganey 
accepted this contention. He admitted, 
as had the Justice Dept., that the gov- 
ernment could find no evidence that 
any GE directors, including Cordiner 
and Pres. Robert Paxton, knew about 
the price-fixing. But he said that 
“those in the highest echelons of the 
corporations . . . bear a grave responsi- 
bility for the present situation, for one 
would be most naive indeed to believe 
that these violations of the law, so 
long persisted in, affecting so large a 
segment of the industry, and, finally, 
involving so many millions upon mil- 
lions of dollars, were facts unknown to 
those responsible for the conduct of the 
corporation.” 

In a statement after the sentencing, 
GE said “We accept in a constructive 
spirit justifiable criticism in this anti- 
trust situation,” but denied anybody 
among the very top echelons of the 
company was aware of the conspiracy 
or that it was generally accepted com- 
pany policy. 

In turning down many government 
requests for jail sentences, Ganey acted 
because he was “convinced that in the 
great number of these defendants’ cases, 
they were torn between conscience and 
an approved corporate policy, with the 
rewarding objectives of promotion, 
comfortable security, and large salaries.” 
In sentencing one GE general manager, 
he said: “Here is a classic example of 
the company man. The defendant 
knew his activities were illegal, but he 
balmed his conscience with $60,000 
fin salary] a year.” 

In contrast to the GE punishments, 
Westinghouse, in a_ statement from 
Mark W. Cresap, Jr., said that all of 
its employees involved in the litigation 
“will continue in their present posi- 
tions.” 

At the same time, Westinghouse sent 
a strong memo to more than 10,000 of 
its managers emphasizing that they 
must obey all laws meticulously and 
make this a “living policy in every ac- 
tion we perform in behalf of Westing- 
house.” 

Allis-Chalmers Mfg. Co. took the 
same position as Westinghouse regard- 
ing executives involved in the violations. 
It said the company didn’t condone the 
actions, but felt the executives had 
acted “in a completely mistaken effort 
to serve their company without assur- 
ance or hope of personal gain. We feel 
that it would be unfair to the employees 
and damaging to the company’s best 
interests to penalize them further.” 
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Tax Changes in the Works 


Biggest and first will be an incentive for capital spend- 


ing—probably a tax credit for companies whose investment 


exceeds depreciation allowances. 


In the space of three weeks, Pres. 
Kennedy has put some new spending 
programs into effect and laid others 
before Congress. 

The painful other side of the coin 
is what to do about the federal tax take 
—about the total and about specific 
increases and cuts. That side is being 
handled with the caution and delicacy 
that politicians always achieve when 
they are touching the taxpayers’ pocket- 
book nerve. 

Nevertheless, it now appears that 
within a couple of weeks the President 
will send to Congress his recommenda- 
tion on one tax measure of prime 
importance to business—a tax incentive 
to stimulate new investment in plant 
and equipment. 
¢ Likely Proposal—At midweek, the 
proposal that seems most likely to be 
adopted by the Administration is the 
one proposed by Kennedy’s task force 
on tax policy. This group was headed 
by Stanley §. Surrey, Harvard Law 
professor with a long record as a 
government tax expert under Roosevelt 
and Truman. Surrey has since been 
appointed Assistant Secretary of the 
Treasury for tax matters. 

This proposal would give to com- 
panies a tax credit, a deduction from 
the tax bill they would otherwise pay, 
in any year when their capital invest- 
ment exceeded their depreciation 
allowances for that year. Thus, if a 
company spent $]-million and had 
depreciation allowances of $800,000, it 
would be permitted to reduce its tax 
payment by some percentage of the 
$200,000 difference. The percentages 
being discussed run from 10% to 20% 
—which means that the taxpayer in the 
example would find his tax bill reduced 
by $20,000 to $40,000. 

Other proposals being linked with 
this are designed to help small business. 
One would liberalize the special first- 
year amortization allowance Congress 
voted during the last recession. This 
now allows the taxpayer to deduct from 
earnings—over and above the regular 
depreciation allowance—an additional 
20% of any year’s spending for plant 
and equipment, but only up to a maxi- 
mum deduction of $10,000 (or $20,000 
if it is a joint husband-wife return). 
The suggestion now is to lift—or even 
remove—the $10,000 ceiling. 

There’s almost complete unanimity 
this year on incentives for capital 


spending. About the only big dissent 
comes from the AFL-CIO. 

e Added Revenues—Sure to be tied in 
with amy such incentives are amend- 
ments to the tax law to bring in added 
revenues to offset any losses resulting 
from the new tax benefits. Among the 
measures now certain to be recom- 
mended: 

e An end to the 4% tax credit on 
dividend income. This was originally 
passed as a step toward eliminating the 
double taxation of corporate income. 

e A program of withholding taxes 
on dividends. 

¢ Tighter definitions of what sort 
of income constitutes capital gains. 
¢ Congressional Mill—At this stage no 
one is certain what may come out of 
Congress. Other ideas to spur capital 
investment are being pushed there. One 
would permit five-year write-offs of any 
new plant and equipment. Another 
would permit companies to treat up to 
$500,000 of capital spending in any one 
vear as a deductible expense. Still an- 
other would give a deduction for any 
net addition during the year to capital 
investment, inventory, or accounts re- 
ceivable—but only up to a maximum of, 
say, $30,000. 
¢ Kennedy’s Position—Kennedy has ef- 
fectively stalled political pressure for 
a big anti-recession tax measure—a quick 
shot-in-the-arm tax reduction for indi- 
viduals through the withholding system 
—by promising to take another look at 
the economy around Apr. 15. 

But politics has already forced Ken- 

nedy to take a couple of stands on the 
revenue side of his budget. He has said 
he plans to have a balanced budget 
“over the business cycle” with deficits 
in recession years to be offset by sur- 
pluses during good times—“‘a balanced 
Administration,” one expert calls it. 
e Finding the Money—Kennedy has 
also had to tie in specific tax increases 
to specific spending increases. Thus, 
his unemployment compensation pro- 
gram calls for increased taxes to make 
it a pay-as-you-go program over a period 
of years. 

Similarly, Kennedy is going to have 
to decide before midyear on what to 
do about a sharp shift on highway reve- 
nues that will take place under existing 
law as of June 30—a diversion of ex- 
cise taxes amounting to some $843- 
million per year from the Treasury to 
the highway trust fund, and a l¢ 
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decline in the gfsoline tax amounting 
to some $600-mi‘lion per year. 

Eisenhower hd recommended that 
Congress repeal‘: the excise diversion, 
leaving this moiiey in the Treasurv’s 
general fund, ani} keep the trust fund 
filled by boostis the gasoline tax to 
44¢. 4 

The new Adigfnistration goes along 
with Eisenhower on some of this: Ken- 
nedy would like.to keep the excises in 
the Treasury tc help make his own 
budget look bett2r. 

Congress coul#: go either way. Some 
politicos figureg:Congress may well 
leave the gasoli% tax at 4¢ per gallon 
when all the sh@§iting is over. 

Another sinysir revenue measure 
finds Kennedy gfdecided. Eisenhower 
proposed $843-gillion in postal rate 
increases. Kenn«gly indicates he would 
support at least{some of these. But 
he has also notd extreme reluctance 
in Congress to ypte such increases. 
¢ Over-All Budget—Administration of- 
ficials are not vq ready to produce an 
outgo-income b:¥lget. Kennedy expects 
to send a budgg4statement to Congress 
by month’s engff However, Senate Ma- 
jority Leader ffke Mansfield sees the 
outlook like t 























“—. . | donfffee us raising taxes this 
year, nor dofMsee us reducing taxes 
either ‘re have been overesti- 
mates niade o the amount of taxes 
which .will a™fue to the federal gov- 


ernment—th 
—a too rosy 

.. [think 
fiscal year] ° 
$1-billion. 
we face a d 
$2-billion.” 
e Schedule—Kennedy has been “tread- 
ing water” on revenue issues partly be- 
cause they are so thorny politically, 
partly because he hopes an upturn in 
business will produce enough additional 
personal and corporate income tax rev- 
enues to take the heat off. 

The House Ways & Means Commit- 
tee to which tax matters must go first 
in Congress, is beginning work next 
week on unemployment compensation. 
Its next big item after that appears to 
be hearings on a huge technical report 
ordered in 1956 from the Bureau of 
Public Roads. It is supposed to be the 
basis for determining how much the 
highway program is going to cost, and 
how much tax various highway bene- 
ficiaries and users should bear. 

This would place incentives for plant 
and equipment spending somewhere 
down the. list. However, the urgency 
with which Kennedy presses the tax 
incentive program could make a differ- 
ence. Rep. Wilbur D. Mills (D-Ark.), 
chairman of the Ways & Means Com- 
mittee, has been working closely with 
the White House and the Treasury on 
ill such matters. 


‘venues just aren’t there 
eture has been painted 
deficit {for the present 
‘ well be in the area of 
ct year . . . my guess is 
cit of somewhere around 
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Labor Distress... 


. . . spreads as 25 more 
areas report unemployment 
of more than 6%, bringing 
the total to 76. 


How widespread is the recession was 
shown this week in the Labor Dept.’s 
report on unemployment in 150 major 
labor market areas. It listed 76 areas 
with a “substantial” labor surplus in 
January—unemployment of more than 
6%resulting from other than seasonal 
or temporary causes. 

This is an increase of 25 since 
November and the largest number of 
such areas since 76 were reported in 
January, 1959. But the total still fell 
short of the recession peak of 89 for 
both July and September, 1958. 
¢ Broad Layoffs—The significance in 
January’s total lay not merely in the 
figure of 76 itself, but also in the nature 
of the unemployment. It was not con- 
fined to hardgoods manufacturing, 
which traditionally loses jobs during a 
recession, but included softgoods indus- 
tries and such fields as trade and 
construction. 

The 25 areas added to the list were 
led by Los Angeles-Long Beach and 
Philadelphia, and included: Cleveland; 
Baltimore; St. Louis; Kansas _ City; 
Akron; Allentown-Bethlehem-Easton, 
Pa.; Asheville, N. C.; Corpus Christi, 
Tex.; Flint, Mich.; Grand Rapids, 
Mich.; Knoxville, Tenn.; Louisville, 
Ky.; Mobile, Ala.; Newark, N. J.; New 
Brunswick-Perth Amboy, N. J.; Peoria, 
Ill.. Portland, Ore.; Savannah, Ga.; 
Tacoma, Wash.; Toledo, O.; Trenton, 
N. J.; Worcester, Mass.; and York, Pa. 
¢ Further Setbacks—Of the 51 areas 
that already had “substantial” unem- 
ployment in November, several added 
significantly to the numbers of their 
jobless. Both Huntington-Ashland and 
Wheeling, W. Va., fell into the cate- 
gory of areas with more than 12% 
unemployment. 

Fourteen dropped to the group with 
9% to 11.9% unemployment. They 
are New Britain, Conn.; Gary-Ham- 
mond-East Chicago and South Bend, 
Ind.; Fall River, Lowell, and New Bed- 
ford, Mass.; Detroit, Duluth-Superior; 
Buffalo and Utica-Rome, N. Y 
Canton, Hamilton-Middletown, Lorain- 
Elyria and Steubenville (Ohio)-Weirton 
(W. Va.). 

In contrast, only four areas still re- 
main in the group with unemployment 
of 1.5% to 2.9%—a ranking that sug- 
gests a tight market for labor. They are 
Stamford, Conn.; Honolulu; Omaha; 
and Madison, Wis. 

In comparison with the 1957-58 re- 
cession peak, there were still some 


notable omissions from the list of areas 
with more than 6% unemployment. 
Headed by New York and Chicago, they 
include such areas as Dayton, Fort 
Worth, Houston, Indianapolis, Mem- 
phis, Milwaukee, and Minneapolis-St. 
Paul. 

However, there are areas such as San 

Diego that were included this time but 
not in September, 1958. 
e Optimistic Note—Labor Dept. ex- 
perts speculated that 76 might be the 
peak for this recession on the basis of 
reports from employers who expect their 
work forces to be increased when the 
next count is made in March. Modest 
upturns in employment were indicated 
in steel, farm machinery, building hard- 
ware, non-automotive metal products, 
electronics, and other missile-related 
components. 


Hearings Due to Start 
On Minimum Wage Hike 


Congress begins hearings next week 
on Pres. Kennedy’s proposal for lifting 
the $1 federal minimum wage to $1.25 
by 1963 and adding the law’s protection 
to more than 4-million retail, service, 
and other special employee groups that 
are now exempt. Wage hikes, in the 
first year, would total more than $500- 
million and would triple by the time 
the full increase is reached. 

Under the White House proposal, 
both the higher wage for the 24-million 
workers now covered, and the wage 
boost and overtime payments for the 
newly covered employees would be 
stepped up annually this way: The 
minimum wage for workers currently 
covered would climb to $1.15 this 
year, with 5¢ increases the next two 
years. Newly covered employees would 
collect the Sl-an-hour minimum in 
1961 and advance to the full $1.25 an 
hour over a four-year period. 

The law’s overtime provisions, which 
would be the principal gain for many 
of the newly covered employees, begin 
the second year at 48 hours a week for 
the newly coverer employees, dropping 
in steps to 40 hours by 1964. 

The President’s proposal is close to 
the measure passed by the Senate last 
year that died when it could not be 
compromised with a  House-passed 
$1.15 wage bill. 

The House Labor Committee, under 
Chmn. Adam Clayton Powell (D- 
N. Y.), will start hearings Feb. 17, to 
be followed by the Senate Labor Com- 
mittee. While both committees are 
expected to support the measure, it 1s 
likely to meet with considerable resist- 
ance from employers’ groups—partic- 
ularly in the retail and service trades. 
Conservatives have already indicated 
they will fight the legislation. 
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a Two of these 8-ton Trane self-contained 
Bes: units provide the air conditioning for each 
the of the 152 new commuter cars on the 
lest Chicago & North Western Railway. 
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in A prime objective in the design of these modern cars 
> an was to minimize maintenance. It was only logical, 
therefore, to use Allen-Bradley — the quality motor 
hich control—for the air conditioning units. 
lany The Allen-Bradley solenoid starter is famous for 
a ge its simplicity. There is only ONE moving part—and 
for this fact assures millions of trouble free operations. 
ping There are no bearings to corrode and stick—no flexi- 
- ble jumpers to wear and break. Also, the double 
last break, silver alloy contacts—used throughout the 
t be | A-B line--never need servicing. All A-B starters have 
ssed reliable and permanently accurate overload relays 
that effectively protect motors against burnouts. 
nder For the ultimate in maintenance free service 
(D- This compact A-B control panel is used with each of the air con- through ‘he years, insist on Allen-Bradley quality 
|, to ditioning units. All components are standard A-B catalog items. motor control. 
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The way was opened by court ruling that Sol A. 


rolls after ‘all. 


gement’s vocal critic, could look at the stockholder 


@ Time is short before the April annual meeting, but 


Dann is trying to delay the meeting six months. 


é Meanwhile, new suits fly in the conflict-of-interest 


case, and:the company shuffles operations. 


For only the first time in its 35 years 
of corporate historv the management 
of Chrysler Corp. faces the very real 
possibility of a proxy fight. 

This becaine a possibility this week 
instead of being merely a threat when 
a Delaware court ruled that Detroit 
attorney Sol A. Dann, holder of 5,100 
shares of Chrvsler stock. has a right 
to examine the list of Chrvsler stock- 
holders. D:nn immediately filed a 
Schedule 148 form with the Securities 
& Exchange Commission, making him 
officially a challenger of Chrysler's man- 
agement—bét one for whom time is 
running ous 
¢ Short Notice—Chrysler’s annual 
mecting is sheduled for Apr. 18. Dann 
has asked ?he corporation to delay it 
six monthsé while he can organize op- 
position tc’ management. He doesn’t 
expect sucly help. Chrysler is likely to 
appeal the €uling on opening its stock- 
holders’ 1:, although at midweek it 
had not r:de a decision. Dann has 
fC to compel Chrysler to 


ae 


also asked 


dclav the @ecting—SEC’s authoritv to 
do this is hclear. 

If Chrysler challenges the Delaware 
ruling, or SiC doesn’t act, Dann prom- 
ised he waigd ask an injunction against 


the meetiny. 

¢ Stronget .’osition—Even if the annual 
mecting is %eld on schedule and Dann 
hasn’t enisgh votes to matter, he 
won't necissarily be licked. If, even 
after Apr. +8, he could corral proxies 
representins 25% of the shares out- 
standing, he could force a special meet- 
ing of stockholders. And if he had 
enough vot;s to do that, he probably 
would have enough to name several 
board members. 


I. Only «: Fighting Chance 


Dann beSeves his fortunes took a 
turn for th# better this week, but he 
is still vers puch undecided on how 
to proceed a Chrysler. 

On the «ne hand, he says he really 
does not w:gyt to lead a proxy fight and, 
even if syugPessful, would “never take 
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a position with Chrysler.” On_ the 
other, he savs he is committed to forc- 
ing Pres. L. L. Colbert out of Chrysler 
and, if pressed, he will admit that a 
proxy fight is the only way of doing it. 
¢ Drawbacks—But the odds are against 
Dann. For one thing, he lacks money. 
“Chrysler tied up most of mv assets 
and finances by their libel suit against 
me, since last August,” he charged in 
a letter to SEC. 

To be sure, there are grumblings 
among stockholders over the Newberg 
affair. Just how many of these grum- 
blers would be willing to hand over 
their proxics to Dann is uncertain. 
¢ Speaking for Selves—One stockholder 
who won't Iet Dann speak for him is 
James Robbins, a millionaire business- 
man from the Detroit suburb of Royal 
Oak who worked for Chrysler as an 
engineer from 1938 to 1943 and knew 
Colbert and Newberg as rising voung 
executives. Robbins. who — claims 
Chrysler stockholdings comparable to 
Dann’s, says a proxy fight gets more 
remote with cach passing dav. 

Robbins, unlike Dann, is willing to 
take over Chrysler management and 
savs Dann’s court actions can’t harm 
him. He says he hasn’t yet decided 
whether buving up several thousand 
shares of Chrysler stock at this late 
date and financing a proxy fight would 
assure him of success. 

Bevond the proxy fights, there is 
some talk in Detroit about a_ possible 
“palace revolution” in Chrysler. This 
depends on success of efforts to lure 
present Chrysler directors away from 
support of management. One big 
shareholder says this may happen. 


Il. Strength in Numbers 


What makes a proxy fight against 
Chrysler management an uphill affair 
is the composition of its ownership. 
Chrysler has nearly 9-million common 
shares, held by around 84,600 persons. 
The corporation boasts that more than 
90% of the holders own 100 shares or 
less, although even Chrysler people 


Chrysler Faces Proxy Fight 


can’t know for sure who owns the 27% 
of stock that’s in the hands of stock 
brokers and securities dealers. 

¢ Wide Scattering—Chrvsler also says 
that no individual shareholder of rec- 
ord holds as much as 1% of the stock. 
Former Chmn. K. T. Keller, when he 
was a director, held more than 30,000 
shares and was the largest single owner 
on the board. Nowadays, no one on 
the board can even match Dann’s held- 
ings. 

Juan T. Trippe, president of Pan 
American World Airways, Inc., was 
high man with 7,000 shares until he 
sold all but 200 shares at the end of 
last year. Figures in the proxy state- 
ment for last vear’s meeting indicate 
that Colbert is the largest holder. with 
2,544 shares. Director James C. Brady, 
however, is one-seventh owner of a 
company that holds 21,350 shares. 

Circularizing an ownership as widely 
scattered as that of Chrysler takes time 
and money. One estimate is that it 
would cost about $500,000. Robbins 
at one time said that if he thought he 
could win a proxy fight, he would put 
in $]-million. 


Ill. More Suits & Changes 


Additionally complicating anv fight 
on management are the many law suits 
and the rapidly changing internal situa- 
tion at Chrysler. This week brought 
new examples of both. 
¢ Newberg Suit—William C. Newberg, 
forced to resign last summer because 
of alleged conflict of interest, sued his 
erstwhile mentor, Colbert, for $5,250,- 
000. He charged that Colbert plotted 
“to destroy Newberg and thereby elim- 
inate him as a threat to Colbert’s con- 
tinued tenure as Chrysler’s chief execu- 
tive.” Newberg previousiv had sued 
the corporation on similar grounds. 

Colbert called the accusation “‘base- 
less and fantastic and . . . a grave in- 
justice to our company.” 
¢ Partial Merger—As expected, moves 
were made this week to combine the 
Chrysler and Plymouth Divs. (BW— 
Jan.28’61,p42). The plant that was set 
up a few vears ago for the exclusive 
production of Imperials—with the idea 
that the car could seriously compete 
with Cadillac—was closed, and Imperial 
production was moved back to the 
Chrysler plant whence it sprung. 

Chrysler and Plymouth field selling 
organizations were combined. 

The result is a single Chrysler-Ply- 
mouth sales organization that reports 
to two separate divisions—which, even 
at Chrysler, is an odd organizational 
structure. Both divisions are headed 
by vice-presidents. 
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Needle’s eye reveals relative size of the thermistor, 
a tiny bead of Nickel oxide and other materials, used 
to measure temperatures in and beyond the earth’s 


Meet the bead thermistor, member of 
a family of electronic devices now going 
into everything from midget radios to 
giant computers and missiles. 

This particular thermistor measures 
temperatures in space — temperatures 
ranging from 572°F all the way down 
to 76° below zero Fahrenheit. 

You can hardly see the bead with 
your naked eye. Although it’s only a 
hundredth of an inch in diameter, and 
the lead wires are a mere thousandth of 
an inch thick, the thermistor is an ex- 
tremely stable and rugged device, ac- 
curate to within a fraction of a degree 
Fahrenheit. 


Made of Nickel oxide and other ma- 
terials, the thermistor is a space-traveler 
in many of today’s missiles and satel- 


lites. It reliably reports on gradients of 
temperature within the earth’s thin 
atmospheric shield and in outer space. 
At the same time, it helps record the 
temperature changes in the missile’s 
skin and its interior. 

What is a thermistor? Its name, which 
comes from THERMal res[STOR, be- 
gins to explain. Temperature changes 
as small as 1/50th of a degree produce 
a measurable change in ‘he electrical 
resistance of the pellet. ‘ihe resulting 
increase or decrease in ci:cuit current 
can then be used directly, as a signal, 
or can be recorded in the ‘orm of tem- 
perature readings. 


Originally developed by Bell Tele- 
phone Laboratories for communications 
equipment, thermistors are now widely 
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thin envelope of atmosphere. Made by Gulton In- 
dustries, Inc., the thermistor now serves in more 
than a dozen different missiles and satellites. 


“Space thermometer” goes thru needle’s 


aye 


used where a tiny, precise, and dependa- 
ble thermometer is needed: in medical 
research, in over-load switches to pro- 
tect electric motors, and in shipment of 
perishable foodstuffs, for example. 


The role of Nickel in the thermistor is 
only one example of the remarkable 
versatility of this element. 

Be sure to investigate Nickel and 
Nickel compounds whenever you are 
faced with a problem calling for unusual 
electrical or electronic properties...in 
fact, for any unusual metal problem. 
And don’t hesitate to call on us for 
technical data to help you solve your 
material-selection problems. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


67 Wall Street Ameo, New York 5, N.Y. 


INCO NICKEL. 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 




















In Bysiness 


Broad Powers for Executive Shake-Up 


O.K.’d by Senate; House Due to Follow 


Pres. Kennedy is on the verge of winning Congressional 
authority to use short-cut to reorganizing the executive 
branch. The S&nate has already agreed to revive for 
Kennedy the bgad authority that had been given to 
the ‘Truman ancfeisenhower Administrations; the House 
is expected to fe'low suit quickly. 

Kennedy’s ch ef targets for now: creation of an Urban 
Affairs Dept. anc streamlining of the regulatory agencies. 
The suggested sgake-up of the Defense Dept. is not on 
the immediate list. 

What the authorization bill docs is to allow any 
Presidential pla; to go into effect in 60 days after it 
is submitted uriess a simple majority of either House 
rejects it. ‘This eliminates lengthy efforts to get legis- 
lative approval fr each item. 


Rock Island Sacks Southern Pacific 


in Bid to Control Western Pacific RR 


The Southerng§ Pacific Co. acquired new support this 
week in its bid *) acquire control of the Western Pacific 
RR (BW—Feb.¢'61,p52)._ The Chicago, Rock Island & 
Pacific RR, whigh connects with the SP to form a trans- 
continental rou‘y, petitioned the Interstate Commerce 
Commission to yitervene in support of the SP. 

And the Union Pacific RR, which had earlier peti- 
tioned to intervie in the SP’s behalf, announced it has 
purchased almct 10% of the WP’s common stock. 
I'he line-up for::the impending fray is now as follows: 
Atchison, Tope: & Santa Fe Ry. with 20% of the WP 
stock secks to c¥introl the bridge line. Great Northern 
Ry. with almos'; 10% and WP, itself, support the Santa 
Fe. Opposed a: SP with 10%, UP with almost 10%, 
and the Rock 18nd. 
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Vice Probe i Socony Mobil 
Charges Fired Executive Rigged Bids 


Early this year a committee of the ‘Texas legislature 
conducted an investigation of vice in the city of Beau- 
mont. This wezk, as a byproduct of that investigation, 
Socony Mobil Oil Co., Inc., brought suit in federal court 
against George ©. Debney, the former No. 3 man at 
its big 220,000*>bl.-a-day refinery at Beaumont, and 
against a local c¥ntractor. 

Defendants ary Debney, who was fired last November 
from his job as egos" in charge of maintenance and 
operation, Debi&y’s wife, American Contractors, Inc., 
and its presideny, O. W. Little. The suit charges that 
Debney, in hand*ing bids on work at the refinery, tipped 
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off favored contractors about the low bids and was paid 
off in return. Socony Mobil is asking damages “in excess 
of $10,000.” The company believes the alleged bid 
rigging has cost it some $75,000, and its investigations 
suggest that this case and cheating and thievery at the 
plant by other persons may run to some $250,000. 

The timing of the suit was precipitated by the vice 
investigation. As soon as the investigators set up shop 
in Beaumont they began to receive telephone calls telling 
them about thievery and kickbacks at the refinery. Ru- 
mors began to circulate of widespread looting by cm- 
ployees, running to $5-million or more. Actually, Socony 
Mobil headquarters in New York had become suspicious 
last July and had retained a Texas law firm—Fulbright, 
Crooker, Freeman, Bates & Jaworski—to investigate. ‘Uhe 
company has already obtained offers of restitution from 
some of the people investigated. Although it. would 
have preferred to continue its own quict investigation, 
the company hopes that bringing suit now will allay some 
of the rumors it felt were hurting innocent emplovecs. 


Bill Seeks “Generic” Names for Drugs— 


But Just What Does Generic Mean? 


Rep. John D. Dingell (D-Mich.) has introduced a bill 
to require that ethical drugs be called by generic names 
in the advertisements that the makers address to doc- 
tors and pharmacists. 

Some confusion arises because generic is defined as 
“general,” but in the drug business is taken to mean 
“common and usual”—the type of labeling now required 
by law. The Food & Drug Administration says it will 
support the Dingell bill if generic is taken to mean 
“common and usual,” but will probably balk if it means 
a class name. 

The Dingell bill and a much broader one being drawn 
up by Sen. Estes Kefauver (D-Tenn.) seek to bring down 
drug prices by identifying prescription products by a 
chemical as well as a brand name. Generally, the well- 
known brand names cost more. 


Business Briefs 


The New York, New Haven & Hartford RR has again 
applied to the Interstate Commerce Commission for a 
loan guarantee—this time $5-million. The hard-pressed 
road has had $8-million guaranteed in the past few 
months. However, the Commission has declared it will 
not underwrite any more loans for the road unless the 
four states through which it runs come up with prompt 
financial assistance. 


The Federal Aviation Agency has fined Lockheed 
Aircraft Corp. $6,000 for delivering to American, Eastern, 
and Western airlines 18 Electra passenger planes that 
had been so inadequately inspected that they were con- 
sidered unsafe. In the fuel tanks of two of the planes 
were found an industrial vacuum cleaner, a rivet squeeze 
gun, screws, and a piece of paper cup. In other planes, 
some bolts were missing or had worked loose and cracks 
were found in the wing section of one craft. 
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WASHINGTON OUTLOOK 





WASHINGTON 
BUREAU 
FEB. 11, 1961 


A BUSINESS WEEK 


SERVICE 


Pres. Kennedy is shifting his budget strategy. 


At first he hoped to avoid fixing firm estimates of his own for either 
revenue or spending until he knows how deep the recession will be and 
how long it will last. 


Up to now, he has been doing some double-talking. Particularly, he 
has complicated his views about how Administration spending programs 
will not “in themselves” unbalance the budget as submitted by former Pres. 
Eisenhower. 


Now Kennedy aides are saying that deficits are certain both for this 
fiscal year and the next. White House and Democratic Congressional sources 
‘estimate the deficit for this year at somewhere between $1-billion and 
$1.5-billion. For fiscal 1962 they are talking about being $2-billion in the 
red (page 35). 

A budget message to Congress will spell out the new situation. The 
Administration will stress that the declining outlook for revenues is chiefly 
responsible for wiping out the surpluses that Eisenhower predicted in his 
budget message last month. 


This is a tough line to sell to voters, who think of Democrats as free 
spenders and Republicans as more inclined to frugality. But Kennedy will 
make the effort the heart of his drive to create the image of a fiscally 
responsible Administration. His immediate goal is to soften conservative 
opposition to his program in Congress. 


Conservatives in Congress are on the defensive; but they still hold 
powerful weapons. 


The coalition of Southerners and Republicans that has pretty much 
ruled the House of Representatives since before World War II still controls 
key committees. And as last week’s bitter fight on enlarging the Rules 
Committee shows, it can muster roughly half the House on roll calls. 


The coalition is in trouble, though. 


Its problem is to halt an erosion of voting strength when Kennedy’s 
welfare and spending proposals come up for action. The 22 Republicans 
who bolted the party leadership and voted with Speaker Sam Rayburn in 
the rules fight will hold the balance of power on many of Kennedy’s bills, 
for example. 


GOP bolters plan more trouble for Charles A. Halleck, their leader in 
the House. They want to establish a research unit of their own to develop 
material on urban renewal, housing, minimum wages, and the like. Rep. 
John V. Lindsay of New York is heading the movement. He hopes to get the 
backing of several Republican senators, as well, to raise money for the 
project outside regular party channels. They want material of a generally 
more liberal slant than that producec for Republican use under Halleck’s 
direction. 


Southerners who deserted the coalition and voted with Rayburn in 
the rules fight are another key group. There were 47 of them, compared to 
64 who stayed with the coalition. Key men are six freshmen members of 
the House from Southern states; they will be wooed by Kennedy forces who 
want to weaken the coalition, permanently. 


Kennedy’s plans to give business a tax break on purchases of new plant 
and equipment will be fought hard by union labor. Economists for the 
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AFL-CIO argue that what is needed to stimulate business is relief for 
the small taxpayer, not relief for business. George Meany, AFL-CIO chief, 
buys the same line and will instruct labor’s 30 lobbyists in Congress to 
oppose Kennedy on the issue. It will be labor’s first desertion of Kennedy 
on major legislation. 


Democratic probers keep hands off former Pres. Eisenhower. 


Authority is being asked in Congress—and granted—to investigate 
practically everything done by Eisenhower during his eight years in the 
White House. Congressional sleuths could now see the documents that 
Eisenhower consistently denied them as a matter of executive privilege. 


But there’s a notable lack of zeal for generating new fights. Instead, 
investigators are getting ready to rake through familiar subjects such as 
space, defense, patent legislation, and the backlog of cases before regulatory 
agencies. 

A gold outflow probe that might have taken a turn critical of Eisen- 
hower has been postponed—at the request of the Kennedy Administration. 
The inquiry was to be handled by the Senate Banking & Currency Commit- 
tee. It may be revived later. 


Business will get sterner treatment at the hands of investigators. In 
addition to probes into monopoly power, price fixing, and the drug industry, 
the Democrats may go fishing for evidence of undue business influence on 
the regulatory agencies. 


The Commerce Dept., which is supposed to speak for business, is 
having a hard time getting heard in the scramble for power under Ken- 
nedy. Ever since Commerce Secy. Luther H. Hodges took office he has 
been fighting off moves to strip his department of such functions as trans- 
portation and area redevelopment. He’s trying to find ways to build up 
the department, such as taking in the Small Business Administration, but 
he is getting little encouragement. ‘ 


—o-— 


Kennedy’s economic advisers will testify in public about the state of 
business when they appear Feb. 20 before the Joint Economic Committee 
of Congress. Former Pres. Eisenhower’s Council of Economic Advisers 
would appear only in executive session. Even then they seldom gave the 
committee any details about their advice to the President. 


The new council chairman, Walter W. Heller, suggested the change. 
Another change under Heller is the increased importance being given 
the other two members of the three-man council. Heller takes council mem- 
bers James Tobin and Kermit Gordon with him to important-meetings with 
Kennedy, where Eisenhower would see only the chairman. 


A Pentagon flare-up over the missile gap embarrasses Kennedy. 


Defense Secy. Robert S. McNamara, in what was supposed to be an 
off-the-record chat with a handful of reporters, reportedly said he didn’t 
believe the Soviets have a decisive edge in missile power (page 98). This 
contradicted one of Kennedy’s chief criticisms of the Eisenhower Adminis- 
tration. Kennedy quickly announced that McNamara’s study was still in 
process. A good bet: Kennedy will push on with his goal of increased 


missile production. 
Contents copyrighted under the general copyright on the Feb. 11, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y¥. 
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Hypnosis Entrances Doctors 


It’s being used in such fields 
as obstetrics, dentistry, and psy- 
chiatry. But it’s still a tech- 
nique—not a cure. 


In 1949 it is estimated that not more 
than 150 doctors, dentists, and psychia- 
trists regularly used hypnosis in_ their 
work. Today that number has increased 
to around 4,000, and the rolls are grow- 
ing vearlv. Hypnosis, long regarded with 
distrust by the medical profession, has 
won the serious consideration of the 
scientific community. 
¢ Research Effort—Although hypnosis 
had been the subject of scientific re- 
search as early as the 18th Centurv, it 
was not until after World War II that 
a lasting interest in its medical ap- 
plications really appeared. Encouraged 
by the discovery that hypnosis could 
be used to treat rapidly severe cases of 
battle-front hvsteria (as it had been 
used during World War I), doctors and 
researchers went to work investigating 
its possibilities. As a result of their 
efforts, in 1958 the American Medical 
Assn. officially recognized that hypnosis 
can be “valuable as a therapeutic ad- 
junct.” Most medical men will agree 
that its use should be carefully regulated 
and restricted. 

Research and educational facilities 
have been expanding rapidly. The So- 
ciety for Clinical and Experimental 
Hypnosis, for example, one of the field’s 
two major professional organizations, 
reports that its membership has doubled 
in the past five years. Many medical 
schools now offer courses in hypnosis, 
and basic research is going on at such 
universities as Stanford and Harvard. 
The federal government—through the 
National Institute of Mental Health 
and the various armed services—is spon- 
soring projects both here and abroad. 
Valuable work is also being done in 
England and Australia—as well as in the 
Sovict Union, where psvchiatrists now 
use hypnosis extensively. 


¢ Description—The popular idea of 


what a hypnotic trance looks like and 
how it is induced is roughly accurate: 
The hypnotist talks in soothing, sopo- 
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rific stvle while the subject stares at a 
particular object or point. After a while 
the subject’s eyes close; thougin he ap- 
pears to be asleep, he is susceptible to 
the hypnotist’s suggestions. Verv good 
subjects who can go into deep trances 
can be told to open their eves and can 
appear quite “normal” while in a 
hypnotic trance. They can even be 
given “‘post-hypnotic suggestions” by 
the hypnotist that they carry out after 
being awakened. 


1. How It’s Used 


A list of ways in which hypnosis has 
already been successfully employed bv 
doctors suggests exciting potentialities. 
It has been used in open heart surgery 
and in other operations in place of regu- 
lar anesthesia. In curing skin discase, it 
has produced amazing results—there is 





now substantial proof that warts can 
be made to disappear through sugges- 
tions made under hypnosis. And British 
plastic surgeons have used it to enable 
patients to maintain “locked” positions 
while skin from one area of the body 
is being grafted onto another (BW— 
Jul.19°58,p118). 

The most widespread application of 
hvpnosis, however, has occurred in the 
fields of dentistry, obstetrics, and psy- 
chiatry: 

Dentistry. In dentistry, trance induc- 
tion—nothing more than the doctor 
gently telling the patient to relax—dif- 
fers little from what many dentists 
might consider merely a good “‘chair- 
side” manner. If the patient enters a 
deep trance, the dentist can suggest 
away pain, but often hypnosis is used 
simply to dispel the patient’s fear. 

Obstetrics. In delivery, too, hypnosis 
is employed chiefly to get the expectant 
mother to relax, with pain control usu- 
ally coming partially from hypnotic 
suggestion and partially from anesthesia. 
Since practice helps a patient go deeper 
into a trance, the obstetrician planning 
to employ hypnosis during delivery usu- 
ally uses the monthly prenatal visits 





for practice sessions. By the time the 
baby comes, the mother is experienced 
in going into a trance easily. 

Psychiatry. Hypnosis as it is used in 
psychiatry usually involves putting the 
patient into a deep trance to enable 
doctors to delve into his subconscious. 
Sydney Pulver, research psychiatrist at 
Philadelphia’s Pennsylvania Hospital, 
explains that he uses hypnosis “as a 
means of exploring the personality.” 
Since some sort of age regression seems 
to occur during hypnosis, it is especially 
helpful in probing into the earlier 
events of a patient’s life. It has aided, 
savs Pulver, in the treatment of such 
diverse problems as hysteric paralysis 
and chain smoking. 

In all situations, however, hypnosis 
is still regarded as a technique, not a 
cure. It has become a cliche in the field 
—but a useful one—to say that “treat- 
ment is made not by hypnosis, but 
under hypnosis.” The patient is merely 
put in a state in which he is more 
receptive to treatment. 


ll. What Is Hypnosis? 


Definitions of hypnosis generally 
tun something like ‘“‘a temporarily al- 
tered state of consciousness in which 
the subject has heightened suggestibil- 
itv.” Bevond this not too much is 
known. Onlv recently has there been an 
organized research effort to find a sci- 
entific explanation of the phenomenon 
of hypnosis. And most solid findings so 
far have merely served to dispel old be- 
liefs. 

Ernest R. Hilgard at Stanford, for 
instance, recently exploded the theorv 
that the timid and weak-willed are 
easily hypnotized (BW —Dec.6'58,p43). 
And Martin T. Orne at the Massachu- 
setts Mental Health Center in Boston 
has proved there is no heightened physi- 
cal abilitv under hypnosis. 

Researchers have attempted to de- 
fine the wav in which a subject’s think- 
ing is altered when he is in a trance. 
Orne calls this “trans-logical” thinking 
in which “incongruity is not as dis- 
turbing to the subject as it is in the 
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You Cen’t Buy 


By Howai:} G. Laidlaw, Clinton, New York 


Executive :«<\vertising Counselor, Brown & Bigelow 


® Suppose y@:r customers offered 
you, rent froa generous space in 
their offices for an attractive bill- 
board to advertise your product 
and service 2! through the year. 
Wouldn’t you: jump at the chance? 


@ That’s not! as impossible as it 
may sound. : Rent free space is 
available for: your advertising in 
the office of exery customer — even 
your prospe®ive customers. It’s 
your space {: the asking with a 
high grade \jisiness or executive 
calendar. D@sn’t it make good 
advertising sense to claim it? 
Somebody ws\;. Perhaps your com- 
petitor. id 


@ In these strategic places your 
calendar is a iriendly and pleasant 
servant to your customers every 
day. It speaks up for you when 
you're not th»re, identifies you at 
all times, ke:ps you in sight and 
in mind whee people are making 
decisions tha concern you. And it 
does not shos:t, intrude or irritate. 
Your calendgx is one of the 


Free Advertising Space 






a business calendar really influence 
buying decisions?” Let the people 
who receive and use calendars an- 
swer that. Last September, in an 
independent nation-wide research 
study, businessmen were asked, 
“All other things being equal, 
would you be more apt to do busi- 
ness with a company giving you a 
calendar than one that had not?” 
Fifty-nine percent answered by say- 
ing that calendars did have either 
direct or indirect influence on their 
buying decisions. 

@ The Brown & Bigelow represen- 
tative in your community will give 
you thoughtful and conscientious 
assistance in creating and expe- 
diting a calendar program. He 
represents Brown & Bigelow exclu- 
sively. And as the world’s leading 
calendar manufacturer, Brown & 
Bigelow makes available to you 
unmatched resources in outstand- 
ing art, creative talent and experi- 
ence. For a complimentary sample 
of that talent and quality write on 
your letterhead to our Ad- 








most welcorge, needed and 
appreciated forms of adver- 
tising. 





isk, “But does 


@ You may 





vertising Department, asking 
for a set of our famous Paul 
Detlefsen prints. You will 
love them. 











* HOWAR LAIDLAW is a national sales champion for 1960 
among Broyn & Bigelow’s 1,100 sales representatives, and is a 
recognized ‘:uthority on calendar advertising with 35 years of out- 
standing su.cessful experience with Brown & Bigelow. He is active 
in his ser sgl civic and fraternal organizations. 


Write Dect. A-13 for additional information on calendar advertising or 
for the name of the Brown & Bigelow representative in your community. 


BROWN & BIGELOW 
Remembrance ptduertising 
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waking state.” Orne and others believe 
it mav eventually be possible to pin- 
point physical changes induced by a 
hypnotic state. 

¢ Who Can Be Hypnotized?—Accord- 
ing to researchers at Stanford Univer- 
sity, more than 90% of the population 
can attain a very light trance—similar 
to the rapt engrossment of a person 
watching a “magnetic” performer on 
TV. But the percentage of the popula- 
tion able to achieve deeper trances is 
much smaller—Milton J.. Marmer, chair- 
man of the Department of Anesthesia, 
Cedars of Lebanon Hospital, Los An- 
geles, who is also secretary of SCEH, 
estimates, for example, that no more 
than one patient in 10 can be put into a 
trance deep enough for surgical pur- 
poses. 

Other factors affecting a subject’s 
ability to be hypnotized are his moti- 
vation, his experience with hypnosis, 
and the personality of the hvpnotist 
(some subjects respond to one hypno- 
tist, but not to another). Children and 
extroverts seem to make good subjects; 
but beyond this researchers have so far 
been unable to establish any reliable 
correlation between one’s ability to be 
hypnotized and any personal character- 
istics of age, sex, class, intelligence, or 
psyche. 
¢ Dangerous Subjects—F or some people 
hypnosis is undesirable, often even dan- 
gerous. These include persons who tend 
to hallucinate abnormally, persons with 
unusually weak egos, and persons strug- 
gling with intense inner problems. Doc- 
tors are cautioned to make sure that 
a patient is psychologically healthy 
enough to stand hypnosis. (One rule of 
thumb: A patient who is exceedingly 
anxious to be hypnotized is likely to be 
a dangerous subject seeking escape.) 


Ill. Cautions and Roadblocks 


In general, the approval that profes- 
sional organizations have given to the 
use of hypnosis is strongly qualified by 
words of caution. The AMA has 
emphasized that doctors should use it 
only “within the specific field of their 
professional competence.” ‘Thus, if 
dermatologist who is treating a patient 
for warts endeavors to suggest away his 
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Gates advanced design drive saves money, 


Space, weight on every machine you make 


You can build significant competitive 
advantages into the machines you manu- 
facture by using Gates Super HC High 
Capaéity V-Belt Drives. 

Because of exclusive advanced design 
features, the Gates Super HC Drive can 
often cut in half the space required for 
a drive. This means that the machines 
you make can be made smaller and 
lighter weight and with important sav- 
ings in drive and material costs. 

Manufacturers, industry - wide, have 
standardized upon the Gates Super HC 


Drive — the first and most advanced 
high capacity drive. It is your best as- 
surance that your power transmission 
unit will not soon become obsolete. 

The Gates Field Engineer near you 
will be glad to show you how Gates 
Super HC Drive can provide specific 
competitive advantages for the mach- 
ines you manufacture. F 


Read how manufacturers are improving 
the machines they make with Gates 
Super HC Drives. For a free booklet of 
case histories, write today for DH938B. 


The Gates Rubber Company, Denver, Colorado 


Gates Super HC V-Belt Drives 
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H is the alge brail: a that stands for the Hyatt and the Human Factor 
in building into yh ir products success and continued acceptance. H represents 

(1) Hyatt’ s recognized reputation for product quality, production facilities 
and manufac tari excellence, and (2) the Hyatt Sales Engineer’s respected 
knowledge and chensel. Together, they become the catalyst that helps your 
product achieve 4 maximum potential. 

A cross-section: ¥,{ America’s major industries rely implicitly on their Hyatt 
man’s advice on bering applications. They trust his recommendations, depend 
upon his bate ©: and conscientiousness, respect his ability to get to the 
heart of any bear},g problem. 

Whatever equiysaent you build (pumps, freight cars, tractors, rolling mills 
or what-have-you 4 if you haven't discovered how vital the H Factor can be 
to you and your e;:gineers, get the full story from: Hyatt Bearings Division, 
General Motors (Lrporation, Harrison, New Jersey. 


HdyY-ROLL BEARINGS 


HYATT BEARINGS DIV'CION « GENERAL MOTORS CORPORATION «¢ HARRISON, NEW JERSEY 
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...a major roadblock to the 
wider use of hypnosis is a 
lack of adequate training 
facilities in the U.S... 
(STORY on page 47) 


smoking habit as well, he may be 
depriving the patient of an outlet 
essential to his mental — balance. 
Norman Q. Brill, head psychiatrist at 
the UCLA School of Medicine, has 
warned that careless use of hypnosis 
could result in malpractice action 
against a physician. 

e Caveat—Most practitioners agree 
with what dentist Howard W. Marcus 
recently said about hypnosis in a 
SCEH booklet: “We do not advocate 
its use on a routine basis. Quite to 
the contrary, we consider hypnosis only 
a valuable adjunct to be used if and 
when needed, especially when other 
standard procedures . do not lead 
to desired results.” Thus, if regular 
anesthesia is likely to have harmful 
side-effects for a patient, of if post- 
hypnotic suggestion can speed up 
recovery, or if it is important that 
a patient be very relaxed, a doctor 
may choose hypnosis as his preferred 
technique. 

¢ Training Facilities—One roadblock 
to wider use of hypnosis in areas where 
it can be helpful is the lack of adequate 
training facilities in the U.S. Only re- 
cently have medical schools begun to 
offer courses in hypnosis, and these are 
still on an elective basis. 

For the already practicing doctor or 
dentist, there are a few touring week- 
end courses that set up shop in big city 
hotels. But the AMA has warned that 
such quicky courses may be, at best, 
dangerously inadequate. The trouble is 
that whereas a doctor can be taught 
quickly how to induce a hypnotic trance, 
he must have lengthy psychiatric train- 
ing in order to be able to detect patients 
for whom the use of hypnosis could be 
a dangerous treatrhent. 

The first training course in hypnosis 
to be built according to AMA stand- 
ards is now in progress at the Univer- 
sity of Pennsylvania’s Graduate School 
of Medicine. This course consists of 
66 hours of instruction spread over 
seven months and is taught by faculty 
members from Penn and other Phila- 
delphia hospitals. 

Another factor standing in the way 
of a faster general acceptance of hypno- 
sis is the fact that the public tends to 
associate it with entertainers or occult- 
ists. For this reason many medical hyp- 
notists are asking for federal regulation 
(like that now in effect in Great Britain) 
that would establish hypnosis as a medi- 
cal tool and outlaw its use in entertain- 
ment. END 
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And he will, toc} Tonight he'll beat his wife home by hours because 
today he learne,: what smart executives in a hurry already know: 
you save time Wien you rent from Hertz. With Hertz you get where 
you want when f ou want, on or off the beaten track. Next time you 
need a car, call'}‘ertz or your travel agent. Hertz has more offices by RENT A CAR 
far where you can rent or reserve a new Chevrolet or other fine car. 


let HERTZ put you in the driver’s seat! 









You may use yos HERTZ AUTO-matic Charge Card, Air Travel, Rail Travel or other accredited charge card. 
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In Labor 


Company Calls Shift “Subcontracting”— 
Arbitrator Rules It Was a Runaway 


An arbitrator has ruled that the Address-O-Mat Co., 
which was bound by contract to confine its operations 
tc New York City’s 15¢-fare zone, must stop transferring 
work to the newly formed Volume Mailcrs, Inc., of Yon- 
kers. It must also rehire nine workers laid off after it 
“clandestinely” moved machinery to the Yonkers plant, 
and it must pay them $6,000 in back wages. 

The finding is the latest in a series of arbitration 
awards penalizing employers for violating “runaway” 
clauses in unicn contracts (BW—Oct.29'60,p81). 

Address-O-Mat contended that Volume Mailers was 
its subcontractor. Arbitrator Sidney A. Wolff disagreed 
on the ground that no written agreement existed for the 
sale of the machines or the subcontracting of the work, 
and that non-union personnel from Address-O-Mat had 
turned up in Yonkers. He held that the company had 
sought to circumvent its contract with District 65 of the 
Retail, Wholesale & Department Store Union. 


NLRB Defeats Southern Workers’ Effort 
To Break Away From National UAW 


The National Labor Relations Board last week turned 
down moves by two skilled-trades groups to pull out of 
the United Auto Workers bargaining unit in Inter- 
national Harvester Co.'s Memphis plant. ‘The ruling 
recognized, for the first time, a companywide bargaining 
unit in the farm equipment industry. 

Under the board decision, a breakaway vote would have 
to include all those in the skilled groups in Harvester 
plants nationally, not just those in Memphis. UAW 
negotiated companywide contracts in 1955 and 1959. 

The Memphis workers’ discontent with UAW is based 
largely on the union’s civil rights position—against dis- 
crimination or segregation in “the plant or within the 
union. When Harvester Local 988 balked, UAW put 
the local under trusteeship. 

As the bias dispute continued, electricians and other 
skilled tradesmen set up “leagues” to seck independence 
fiom UAW-~—and, they said, to protect their autonomy 
and jobs from national union domination. 


Simkin Succeeds Finnegan as Head 
Of Federal Mediation Service 


William E. Simkin, 54, a veteran Philadelphia arbi- 
trator, will head the Federal Mediation & Conciliation 
Service in what could be a troublesome 1961 because of 
the auto bargaining ahead. Simkin was named last 
week to succeed Joseph F. Finnegan in the FMCS office. 
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MORE NEWS ABOUT LABOR ON: 
® P. 55—How tough does UAW dare to be? 





The new top federal mediator has had a quarter-century 
of experience in handling disputes and a background of 
wartime government agency service. 

A one-time school principal and a Quaker, he has been 
impartial arbitrator in the men’s clothing and women’s 
dress industries in Philadelphia since 1939, and has served 
as permanent arbitrator for the American Viscose Corp., 
Crucible Steel Co. of America, and National Can Corp. 
and their unions since 1950. He also has had dispute- 
settling experience in auto, rubber, shipbuilding, trans- 
pididen , and other industrics. 


State Court Rules Worker Can Sue Company 
Denying Him Job Because of Union Pressure 


A company’s refusal to employ a worker because a 
union (lisapproved his hiring can be challenged under 
South Carolina’s right- to-work law, the state supreme 
court has ruled. 

The court upheld the right of Jess W. Branham to 
bring an action against the Miller Electric Co., of Aiken 
County, S. C., and the International Brotherhood of 
Electrical Workers. Branham alleged the union objected 
to him because he had engaged in an unauthorized strike, 
so the company refused to take him back. His suit was 
dismissed by a lower court. 

In ordering the case to proceed, the state supreme court 
ruled that South Carolina’s prohibition against making 
union membership a condition of employment extends 
to any agreement “whereby the union acquires an em- 
ployment monopoly” even if membership is not the 
issue. 

ab a # 


Kennedy Moves to Extend Jobless Benefits 


With fresh evidence of higher unemployment in Jan- 
uary, the Kennedy Administration this week proposed to 
Congress a permanent increase in employer taxes to pro- 
vide some $950-million for extended jobless benefits. 

Under proposed legislation, employers would pay taxes 
on a $4,800 employee wage base instead of $3,000. 

The additional revenue from the government's share 
of the tax would be paid out in grants to states to extend 
jobless benefits for a maximum 13 weeks—up to a high 
of 39 weeks for workers who exhausted benefits after Oct. 
31, 1960, or whose benefits run out before Apr. 1, 1962. 

Although the temporary compensation extension pro- 
gram would expire in Junc, 1962, the higher tax base 
would continue in effect to provide a fund reserve for 
future periods of high and protracted unemployment. 

Coinciding with ‘the legislative proposal, Labor Sccy. 
fp J. Goldberg this week noted a 300,000 increase 

1 long-term unemployed (out of work at least four 
aoatcl to 1.3-million in January. “Involuntary” part- 
time workers rose by 200,000 to 1.7-million. The work 
week dropped to a postw ar low of 38.5 hours for January. 
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Now!A low-cost way to 
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automate job costing - 


Keysort Data Processing 


For strict job costing controls at every stage of operation 
— for up-to-the-minute management reports in such 
areas as inventory, order and sales analysis, labor cost- 
ing — Keysort is the data processing system to use. 

The reasons aje many. No restrictive procedures; 
minimum training; remarkable economy; simplicity of 
installation and operation. 


F lestbility and economy 

Keysort, in fact, J the only automated data processing 
system flexible e1 ugh to fit your business as it stands 
and as it grows. ]y is the one system adaptable and af- 
fordable to tanh dies of every size. With Keysort you 
use punched carcg— mechanically created for fast, easy 
sorting. Figures a,e automatically tabulated and results 
summarized dire¢t to reports without transcribing. 


Result: Keysort automates your data processing to 
give you the meaningful on-time information you need 
for complete control of your business and _ profits. 
Monthly, weekly, daily. And at truly low cost. 


Documented case histories 

Your nearby Royal McBee Data Processing Systems 
Representative has had a wealth of experience in solv- 
ing management control problems. Working with you, 
with your systems and procedures experts, he can offer 
helpful advice about a low-cost Keysort system tailored 
to your individual requirements. Call him, or write us 
at Port Chester, N. Y. — indicating the applications in 
which you are interested—and we will be happy to send 
you actual case histories from our files. 


ROYAL MCBEE corporation 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 
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In 1958, the union had to take 
a “soft” settlement. Now it’s 
weighing next summer's chances 
in a Democratic regime. 


Walter P. Reuther (right) seldom 
lolls in his Solidarity House office over- 
looking the Detroit River, waiting for 
inspiration. But as a practical social 
reformist he clearly has been waiting 
for something before charging to the 
attack in this auto bargaining year. 

That something, or at least a part of 
it, may have come from Washington 
last week. Pres. John F. Kennedy an- 
nounced that he would create a White 
House Labor Council for “encouraging 
labor and management to find ways to 
smooth the adjustment to technological 
change.” 
¢ Bargaining Aid—Kennedy’s announce- 
ment was received enthusiastically in 
UAW offices for two reasons: 

e It gives White House support 
for a pet Reuth2zr demand of recent 
years—for labor-management  confer- 
ences or tripartite committees in the 
auto industry. The auto Big Three have 
opposed this, along with any federal 
intervention; they believe _ tripartite 
groups too often arrive at pro-labor con- 
clusions. 

¢ It also gives Reuther a chance to 
clam White House sanction to tackle 
management in bargaining on moral 
and social issues arising out of tech- 
nological changes or automation. He 
has previously lambasted management 
for “irresponsibility” to employees, For 
the first time in eight years he can do 
this with at least an implied support 
from Washington. 

The new Administration—with friend- 
lier policies, as assessed by labor—is 
beyond doubt an important factor in 
UAW bargaining strategy now evolv- 
ing for 1961. If there is a negotiating 
deadlock, federal intervention is con- 
sidered a near certainty by labor. UAW 
plans to take that into consideration. 
¢ Big Issues—Auto union demands 
won’t be formulated officially until a 
special convention in April. It’s possible 
that no decisions have been made in 
Solidarity House yet on just what UAW 
will try to win—or how insistent it will 
be on its demands. 

Reuther and other UAW leaders, 
realists that they are, know the union 
may be in an even weaker position to 
threaten a strike this year than it was in 
recession 1958, when it had to accept a 
“soft” settlement. Aware of potential 
vulnerability, UAW is talking soberly 
of “flexibility” in demands this year. 

Still, from actions being taken by 
kéy UAW locals and from “educa- 
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How Tough Can UAW Get? 


tional” steps being taken by the union, 
some conclusions are possible on UAW 
demands this year. UAW wants more 
job security—which, of course, means 
more union security, too. Although 
UAW may contend that the desire to 
preserve and add jobs is uppermost in 
its mind, the means—a shorter work 
week without any reduction in weekly 
pay—would give workers a fat wage in- 
crease in hourly pay. 

¢ Opposing Views—Here’s how union 

and management attitudes line up now 
on the probable issues: 

Shorter Work Week. Although Reu- 
ther managed to dump this as a central 
demand in 1958, -he can’t ignore almost 
universal support for it this year among 
rank-and-filers. It will ‘be on the table 
in some form, unless UAW comes up 
with another way to spread the work. 

Management views it as a concealed 
pay raise, arguing that it would have to 
pay overtime since it wouldn’t hire 
more workers to do the same amount 
of work. The UAW answer may be 
built-in provisions to insure that man- 
agement does hire more men—another 
step toward giving the union a say in 
company decision-making. 

Retirement Age. Auto workers may 
now retire at 65 or wait for the manda- 
tory retirement age of 68. The UAW 
may press for lowering the ages to 60 
and 65, again to create more jobs. 

Cost-of-Living. Some of the toughest 
bargaining will center on this issue, 
with the union determined to keep the 
“escalator” adjustment of wages, tied to 
the Consumer Price Index, as originated 
by General Motors Corp. in 1948. 
C-of-1 clauses have added 51¢ an hour 
to UAW wages since then. Last year, 
steel, railroad, and electrical employers 
won precedents for limiting or elimi- 
nating the clauses. 

Annual Improvement Factor. Since 
1948, “productivity raises”—also origi- 
nated by GM—have added 61¢ an hour 
to auto worker wages, mostly because of 
a major victory by the UAW in 1955. 
It got the improvement factor calcu- 
lated as 2.5% of base pay or 6¢, which- 
ever was greater. This has meant that 
wages increase by 2.5% of a base pay 
that has risen several times by 2.5%. 

Ford Motor Co. and Chrysler Corp., 
while not commenting officially, are re- 
ported less than happy with c-of-| and 
improvement factor clauses. It could 
be on this issue that the UAW can split 
one company off from the Big ‘Three 
and with a strike threat scare a settle- 
ment to its liking. 

Health Insurance. There’s some 
thinking in Detroit that the UAW 
may build up one of its other demands, 
the shorter work week, perhaps, to force 




































PENSIVE REUTHER studies the climate 
for this year’s auto bargaining issues. 


companies into a trade on health insur- 
ance. The union, following the lead of 
the Steelworkers, wants companies to 
pay the full cost of health insurance, 
which management believes would cost 
7¢ to 10¢ an hour. 

Auto companies are now paying half 
of each worker’s insurance costs. The 
total cost, for instance, came to $10.2- 
million for Ford last vear in health pro- 
grams across the nation. 

Supplemental Unemployment Bene- 
fits. Congress’ actions could have some 
bearing on this demand. Kennedy has 
said he will push for legislation to set 
minimum duration standards for all 
states that pay unemployment compen- 
sation, possibly at 39 weeks. This could 
give the union a wedge to raise SUB 
payments and duration, as weli as to 
liberalize the system under which work- 
ers become eligible for SUB. 

The union can point to the fact that 
the companies’ SUB “fund positions” 
have been satisfactory fer most of the 
time since SUB was originated in 1955. 
The companies have not had to con- 
tribute as much to the funds as the 
union thought they would. 
¢ Other Demands Possible—The union 
also may press for increased pension 
benefits and longer vacations and may 
throw in demands for boosting sever- 
ance pay, for moving-cost allowances to 
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workers put out of work by a plant re- 
location, and for expansion of programs 
for retraining workers who are displaced 
by automation. 

"A UAW vice-president returned from 
a “pulse-taking’” trip to locals to say 
last week: “I haven’t for years seen the 
ferment in the union I see today. They 
want something new.” A__ slogan 
adopted by some locals gives the idea: 
“30-40-60 or Fight.” That is, 30 hours’ 
work for 40 hours’ pay and lowering of 
retirement age from 65 to 60. 

e Under Pressure—The “ferment” in 
UAW is due largely to high unemploy- 
ment in the industry. A union spokes- 
man recently estimated “well over 
100,000 members” out of work and 
thousands underemployed (BW —Jan. 
14'61,p21). Just as important, the union 
cites government figures that show 
610,000 employed in the industry at 
the end of 1960, compared with 746,- 
000 at the end of 1955. 

This worries auto workers—those em- 
ployed now as well as the jobless. They 
want bargaining table action by the 
union to give them more security, and 
local unions are proposing “solutions” 
that the national UAW knows are im- 
practical. One resolution by a local 
would add $3.25 an hour to manage- 
ment’s labor costs; top UAW officers 
sent it back with admonitions to “get 
serious.” So far, if UAW has something 
more practical, it hasn’t said so. 
e¢ Automation—To most auto unionists, 
automation is the biggest enemy. But 
UAW strategists in Detroit say there 
are many converging troubles responsi- 
ble for today’s unemployment: loss of 
jobs through automation, certainly, but 
also the current recession, decentraliza- 
tion of the industry over the past sev- 
eral years, foreign competition, and 
now—in Ford, particularly—possible ex- 
pansion overseas. 

Despite company disclaimers, UAW 
is convinced that Ford plans to build 
cars in Europe for the world market. 
This is one reason for the union’s in- 
tense interest in closer alliances with 
world auto unions (BW —Jan.28’61,p 
53). 

Whatever the reasons for it, there 
is a growing suspicion in UAW that no 
real security can be provided for the 
men on assembly lines, and that tens 
of thousands of auto unionists now 
idle will never go back into the plants 
under peacetime conditions. 
¢ New Timing—This is one reason for 
UAW ’s present quict. There’s another: 
an apparent decision that new strategy 
is necessary this vear because the auto 
companies shifted their policies in 1958. 

UAW leaders began propagandizing 
their demands and trial-balloon goals a 
full six months before a special union 
convention made demands official in 
January, 1958. This was in line with 
past practices. 


To the union’s surprise, the com- 
panies abandoned their former policy 
of silence and jumped into the propa- 
ganda fight. They attacked UAW’s 
position and outlined their own before 
the public—and to their employees. In 
effect, they laid a foundation for the 
hard-bargaining policies that have since 
spread through industry. 

The pre-negotiations battle so stimu- 

lated GM that it laid down a rigid bar- 
gaining policy several months ahead of 
time, and UAW never was able to crack 
it. The union got its worst setback in 
years of bargaining. “Maybe we learned 
something from that,” a union officer 
suggested this week. 
e Management’s Stand—One thing is 
certain: UAW looks for trouble when 
it faces employers this year. It isn’t sure 
—yet—how much. 

Generally, auto companies have had 
a prosperous year. But they are as con- 
cerned as any other ‘management about 
high labor costs. The auto industry 
feels it has plugged all the gaps it can 
be held responsible for in providing 
security for workers. It may throw 
some more plugging into the same gaps 
in 1961 negotiations, but it will not 
permit the union to force any new 
responsibility on it. 

Beyond being willing to make a few 

concessions in security areas—on pen- 
sions and SUB, possibly—auto manage- 
ment probably will hew to the same 
“hard line” it laid down in 1958 nego- 
tiations, when the industry demon- 
strated that a unified Big Three could 
wield as much economic strength as 
a militant UAW. 
e Timetable—The bargaining show- 
down in 1958 came earlier in the year 
than an auto crisis—if there is one— 
can be expected this year. 

In 1958, Big Three contracts expired 
at the end of May. UAW’s contracts 
with GM, Ford, and Chrysler Corp. 
expire Aug. 31 this year, and agree- 
ments with American Motors Corp. 
and Studebaker-Packard Corp. run out 
Sept. 5 and Nov. 30. 

The union has set its special con- 
vention for Apr. 27. Sometime after 
that, but before the start of actual 
bargaining, the Administration is ex- 
pected to call a series of talks with the 
parties in Washington—under the aegis 
of Commerce Secy. Luther Hodges 
and Labor Secy. Arthur J. Goldberg 
—in the hope of establishing a “sound” 
basis for bargaining. 

Negotiating probably will start in late 
June or in July, but will be concerned 
initially - with plant problems. Some- 
time in August, if past procedures are 
followed, the top men on both sides 
will get down to the big issues. Bargain- 
ing has extended. as much as four 
months past expiration dates, as it did 
in 1958 when the UAW kept workers 
on the job without contracts. END 
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Tightening Overseas Tax Net 


Kennedy wants to close loopholes for foreign earnings 


of U.S. corporations. Businessmen are worried lest the end 


product be to discourage American investment abroad. 


The balance-of-payments crisis this 
weck began to catch up with U.S. 
business. In the arsenal of measures 
Pres. Kennedy seeks to help reduce the 
payments deficit and halt the drain on 
the U.S. gold stock (page 27), he in- 
cluded a tightening of tax laws govern- 
ing income earned abroad by U.S. cor- 
porations. 

At present, subsidiaries overseas may 
defer taxes on income earned abroad 
until dividends are remitted to the par- 
ent company, where the 52% corpo- 
rate tax rate is waiting for them—less off- 
setting foreign taxes. Some economists, 
and Kennedy advisers, argue that this 
encourages U.S. corporations to invest 
overseas, accumulate earnings—at a rate 
faster than they could here—and rein- 
vest the earnings abroad. This flow of 
capital overseas, with the accompanying 
slow pace in remitted earnings, has been 
a factor in our payments deficit. 
¢ Eisenhower View—Kennedy’s mes- 
sage indicates that he buys this view, at 
least in part. In principle, he hewed to 
the Eisenhower line that legitimate pri- 
vate investment abroad should not be 
penalized, since in future years it will 
strengthen our trade and the dollar. But 
his recommendations do suggest that 
there may be stringent action later on, 
and some U.S. corporations with big 
stakes overseas are already mapping 
strategy to counter any Congressional 
moves that radically change the present 
tax structure. Just for now, though, 
businessmen believe that there is no 
need to change their course. They feel 
that Kennedy is still feeling his way and 
that his proposals, so far, are rather 
vague. A Midwest executive puts it that 
Kennedy cannot risk changing the cli- 
mate for overseas investment. 
¢ Tax Havens—Kennedy’s chief thrust 
was against abuse of tax havens (BW— 
Dec.24'60,p32). He is preparing pro- 
posals for Congress to prevent the use 
of these havens merely to avoid taxes. 
In such instances, a U.S. company sets 
up a base company in a foreign country 
with low taxes, say, Switzerland or Pan- 
ama, where it can store earnings, or 
funnel funds around from one manu- 
facturing facility to another, without 

having to pay anything like U.S. tax 
rates. 

On this score, Kennedy is unlikely to 
mect strong opposition, providing the 
legislation avoids sweeping away legiti- 
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mate and desirable foreign investments 
along with the tax-haven abuses. 

An executive of one of the biggest 
U.S. electronics companies _ says: 
“We've known all along that abuses 
exist with tax havens, and no one will 
mind if Kennedy stamps them out.” 

No such law has been drafted yet, 
but ever since the last days of the 
Eisenhower regime the Internal Rev- 
enue Service has been scrutinizing tax 
havens more closely, to make sure that 
it hasn’t been done out of any revenues. 
Just last week, IRS warned that foreign 
reinsurance subsidiaries set up by U.S. 
finance or insurance companies in tax- 
haven countries would be regarded as 
devices to avoid taxes unless it could be 
shown clearly “that a real business pur- 
pose dictated the reinsurance arrange- 
ment.” 
¢ Stimulation—On a more controversial 
level, Kennedy has asked Treasury Secy. 
Douglas Dillon to report by Apr. 1 on 
whether the present tax laws may be 
stimulating “in undue amounts” the 
flow of American capital overseas to 
industrial countries, and to suggest 
remedial action if it is needed. 

This aspect is what worries execu- 
tives questioned by BUSINESs WEEK. For 
Dillon not only favors reappraisal of the 
tax benefits now enjoyed by U.S. com- 
panies abroad but also thinks there’s 
no further need for tax inducements to 
get companies to operate in industrial- 
ized Western Europe. 

Dillon fears that American compa- 
nies will be attracted to Europe by lower 
wage costs and faster-growing markets. 
In this he is supported by his tax spe- 
cialist, Stanley S$. Surrey, formerly of 
the Harvard Law School. 
¢ Gore’s Bill—A number of corporate 
officials fear that this sort of leadership 
on taxes could bring a battery of Con- 
gressional bills that would in effect dis- 
courage investment abroad. Sen. Albert 
Gore (D-Tenn.) has already introduced 
a bill calling for the elimination of tax 
deferral and of the foreign tax credit. 

The architects of the report that 
Dillon will make are considering a 

number of plans. These are aimed more 
at encouraging a faster return of earn- 
ings than at checking the flow of capital 
abroad, but the big problem is still 
whether they will kill off investment 
incentive entirely. 
¢ Repatriation—One plan would en- 


courage repatriation of profits by some 
form of tax concession or forgiveness. 
“If any change is pushed through,” says 
a drug company official, “we'd rather 
see this than anything else proposed 
so far.” 

Another plan would tax overseas earn- 
ings at regular rates—less foreign taxes— 
even if they were not repatriated. A 
wrinkle on this is that only subsidiaries 
in industrial countries would be taxed 
on their earnings. 
¢ Administration—Any such changes as 
these in the law would create a massive 
problem of administration. Adminis- 
tered bluntly, any tax changes might 
put a brake on U.S. investment abroad, 
which is why Kennedy is moving cau- 
tiously. 

What’s more, any significant change 
is sure to upset U.S. industry, which 
for years has operated on the theory 
that Washington wanted to encourage 
spending abroad, expand world trade, 
help foreign countries to close the 
dollar gap, and broaden U.S. markets. 
Rightly or wrongly, most executives 
don’t see any need now to change the 
tules of the game. 

Some of them admit that the net 
outflow of private capital may be hurt- 
ing the balance of payments right now, 
but they insist that investment abroad, 
with its rich profits, will return a steady 
backflow of dividends to the U.S. 

International Telephone & Tele- 
graph is an example. Since World War 
II it has financed its overseas expansion 
by borrowing abroad, and facilities thus 
built have produced handsome earnings 
for U.S. stockholders. IT&T says it 
has been years since there has been a 
net outflow of capital from its own 
treasury. 
¢ Tough Struggle—Another fundamen- 
tal point made by U.S. businessmen is 
that they are already having a hard 
enough time competing in foreign mar- 
kets, and any tax increase on earnings 
abroad would make it that much 
tougher. An international oilman puts 
the case for his industry this way: 

“Major foreign oil companies have a 
much better tax break than we do—for 
all our allowances. Dutch law, for ex- 
ample, exempts from taxation all for- 
eign earnings on which any foreign 
taxes have been paid. So, Royal Dutch 
Petroleum, for one, channels its earn- 
ings into Curacao, pays the local 3% 
tax on corporate earnings, and then can 
remit the earnings, tax-free, to Holland. 
Any further tax increases for us would 
only mean loss of sales to the Dutch or 
United Kingdom companies—or the 

Russians.” END 
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Figure both to get your final steel cost 


Steel is low in cost. You can keep it that way if 
you don’t tack on unnecessary expense. After 
you’ve figured initial price don’t overlook what it 
costs to own, store, handle and cut steel for your 
use. These costs of possession often are hidden. 
But your steej service center frequently can help 
educe th¥}m. 

Each steel ger’s case is different. Ask your steel 

service center to help you determine the most 


economical way to buy steel. They will help you 
figure all your costs of possession, such as: 


Cost of capital Cost of operation Other costs 
Inventory Space Obsolescence 
Space Material handling Insurance 
Equipment Cutting & burning Taxes 

Scrap & wastage Accounting 


Call your nearby steel service center, or write for free 
booklet, ‘‘What’s Your Real Cost of Possession for Steel?” 


-» YOUR STEEL SERVICE CENTER Ld 


WS, 
STEEL SERVICE CENTER INSTITUTE 
540-A Terminal Tower, Cleveland 13, Ohio 
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In Finance 


New York Fed Criticizes Bankers 
For Loading Up With Term Loans 


Long-term lending by U.S. banks, which has grown 
rapidly in the years since World War II, this week drew 
some sharp criticism from the Federal Reserve Bank of 
New York. 

“The expansion of term loans,” the bank said, “entails 
certain drawbacks . . . The primary function of com- 
mercial banks, whose principal liabilities are deposits 
withdrawable on demand, remains the meeting of short- 
term credit needs.” When commercial banks get loaded 
up with term loans, the New York Fed adds, “they lose 
flexibility because term loans “are not readily shiftable,” 
and this may deprive borrowers of access to needed short- 
term credit. 

There’s not much question that term loans are becom- 
ing more important for banks—largely because they're 
more profitable. Particularly in New York, term loans 
have grown to the point where they now dominate the 
banks’ loan portfolios. According to the New York Fed, 
term loans make up 50% of business loans at New York 
City banks and about 33% at banks outside the city. 

As a clear indication of the concern with which it 
views this banking trend, the New York Fed says that 
fiom now on it intends to publish weekly statistics on 
term loans made by banks in New York City. But it’s 
questionable whether this will affect banks’ loan policies. 


Downturn in Profit Margins Stirs Up 
Flurry of Takeover Bids and Mergers 


January was a busy month for corporate mergers, take- 
over bids, and proxy fights. Well-publicized company 
battles-C &O, B&O, and New York Central; Ling- 
Temco and Chance Vought; and the Kirbys and the 
Murchisons in their fight for Alleghany—are churning 
along at a great rate. 

This splurge of offer and counter-offer, negotiation, and 
merger seems a little bewildering. But whenever profit 
margins shrink—as they did in 1960—this kind of activity 
shows up. It’s an important method companics use to 
bolster their performance, and turn profits back up. 

Not so much in the limelight is a host of other takeover 
bids and mergers: 

¢ Philadelphia & Reading Corp. is locked in a battle 
with Bates Mfg. Co. for control of Fruit of the Loom, 
Inc., an old-line textile company. 

¢ Toledo financier Edward Lamb is trying to take 
over the Seiberling Rubber Co., against bitter manage- 
ment opposition. 

¢ Lynch Corp., a manufacturer of packaging equip- 
ment and electronic devices (1960 sales: about $26-mil- 
lion), is planning to make an offer for Peninsular Metal 
Products Corp. 

* Mueller Brass Co. sold Sheet Aluminum Corp., a 
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former subsidiary to Dow Chemical Co.; Marquette 
Cement Mfg. Co. bought all the assets of North 
American Cement Corp.; Standard Financial Corp. is 
negotiating a merger with Universal Finance Corp.; and 
Bridgeport Brass Co. and National Distillers & Chemical 
Corp. may get together. 


C&O Almost Clinches Victory 
In Bid to Control B&O 


The Chesapeake & Ohio Ry. finally rounded the home 
stretch in its long race with the New York Central RR to 
win control of the Baltimore & Ohio RR. Pres. Walter 
J. Touhy announced that the C&O had received final 
tenders of at least 64% of B&O voting shares, and would 
proceed with plans for an affiliation of the two roads, 
leading to merger. 

The percentage came as a surprise on Wall Street, 
where observers felt the aggressive buying of B&O shares 
by both the Central and Alleghany Corp. had whittled 
down the C&O’s initial 55% holding. As a result of this 
buying, B&O shares traded last week at almost double 
their 1960 low (BW—Feb.4’61,p88). 

The victory isn’t final yet. The two roads must get 
approval from the Interstate Commerce Commission. 
This may touch off a new battle, for the Central and 
Alleghany reportedly hold some 20% of B&O shares, 
and to “protect their investment,” they have indicated 
they will press their case with the ICC. 


Two Big Canadian Banks to Merge, 
Creating the New Second Largest 


In Canada, where banking concentration is regarded 
as a virtue rather than a sin, the biggest bank merger in 
history was announced last week. The Canadian Bank 
of Commerce (assets: $3.5-billion) will join with the 
Imperial Bank of Canada (assets: $1.1-billion) to form 
the new Canadian Imperial Bank of Canada. 

The merger, which has been approved by the gov- 
ernment sad needs only shareholder approv al, will drop 
the Bank of Montreal from its traditional place as 
Canada’s No. 2 bank—behind the Royal Bank of Canada. 
It will also reduce the number of Canada’s chartered 
(commercial) banks from nine to eight. 

Up to 1955, there had been no bank mergers in Canada 
for more than 50 years. In that year, the Bank of ‘Toronto 
and the Dominion Bank got together, and the Imperial 
Bank and Barclays of Canada followed the next vear. 
Now comes the Bank of Commerce move as the third 
of the series—and many Canadian bankers are saying that 
the merger wave may not be over yet. 

The new bank will be a giant. In assets, it will be out- 
ranked by only a handful of U.S. and British banks. Its 
1,200 branches will span Canada from coast to coast, 
in addition to a number of branches overseas. Some 
branches will be closed, where facilities of the two 
banks duplicate each other. But bank officials say that 
“for every branch closed, two new ones will be opened.” 


Finance 63 











— 
cD 
= 
on 


for all companies 


using 10 or more 
business cars 


Fleetcar leasing—ttie Hertz way—is 
described by leadiiig companies as 
“the lowest cost s#jes-insurance we 
ever took out.” Fi out how Hertz 
Fleetcar Leasing pans cater to the 
special needs of Ylarger users of 
business cars. Dicer how they’re 
tailored for companies which best 
benefit from the Liege most ex- 
tensive coast-to-coast leasing facili- 
ties, and from opataae efficiency 
perfected over 30 fears. Each “‘10- 
Plus” plan replac& your cars with 
brand-new Chevrqets, Corvairs, or 
other fine cars; Bie full re- 
sponsibility for | iguanas and 
repairs; and reduc%s the many an- 


noying details of gieet administra- 
tion to the writing §f one budgetable 
check each montH§ Use coupon be- 
low to learn why more and more 
and more multi-ca$companies agree 
Hertz Fleetleasine makes the best 
business sense for them. 























Sa CAR LEASE 7 
| | 
| HERTZ FLEETCAR LEASING, | 
Att. H. F. Ryan, V.P | 
The Hertz Corporatio:, 660 Madison Ave l 
New York 21, N. Y. Icpt. A-211. 
| Please send me you new fleetcar leasing | 
| booklet : | 
| NAME : | 
7 POSITION = ee 
| company ? | 
ADDRESS 
| CITY & STATE 4 | 
| NUMBER OF CARS OPEK,TED. | 
ater te | ee a a 
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Boeing Soars 


Although it lagged for a long time on commercial 
planes, Boeing got to the market first with a jet transport. 
Since then it has widened its lead by introducing new models. 


If ever a manufacturer dominated its 
industry, it was Douglas Aircraft Co., 
Inc. Except for World War II and the 
immediate postwar years, it reigned 
supreme in the specialized world of 
turning out commercial transports from 
the first DC-3 in 1935 onward. Then 
came the jets—and the specialized world 
as Douglas knew it fell apart. 

e New Leader—Now the industry has a 
new shape with new problems and new 
solutions. Far out in front of the com- 
petition is Boeing Airplane Co., a 
manufacturer that had tagged behind in 
commercial airliners for decades. ‘The 
changing position of the two companies 
is shown in the chart at the right. 
Douglas’ dip in deliveries from 1948 
through 1950 was caused by the change- 
ever from the DC-6B to the DC-7. 
Bocing’s surge at roughly the same 
period is accounted for by the Strato- 
cruiser, a long-range, double-deck air- 
plane that was comfortable for passen- 
gers but expensive for the airlines to fly. 

‘Today, Boeing’s total jet orders, in- 
cluding those planes already delivered, 
stand at 341 compared with Douglas’ 
159. Much of the gap is represented by 
sizes and tvpes of jets Douglas has been 
unable to manufacture. 

Last week Bocing lengthened its lead 
when it sold 30 jet transports to the 
Military Air ‘Transport Service. Al- 
though this plane will be a modification 
of the Air Force tanker Boeing builds 
rather than a modified commercial jet, 
the order still represents business Doug- 
las might have had—and business it 
hated to lose. 

How did a relative upstart in com- 
mercial transports with a reputation as 
an “in-and-outer”’ bypass Douglas? The 
basic elements were foresight, hunger, 
courage, and salesmanship. 
¢ Early Start on Jets—After the end of 
the war, Boeing recognized that the in- 
troduction of jets would create a radical 
change in the industry. Each plane 
would be more expensive by far to de- 
sign and build, but because each would 
carry more passengers at greater speeds, 
fewer jets would be needed. If research 
and development costs were to be spread 
over a long production run—if, indeed, 
a manufacturer were to get his money 
back and a profit besides—it was more 
imperative than ever to be in the mar- 
ket first with the best possible product. 

Fortunatcly for Boeing, it knew a 


great deal about building big jets. It 
had designed and built the B-47 and 
B-52 bombers. 

Boeing has long been one of the 
country’s leading defense contractors. 
This can be a roller-coaster business, 
though, as the Seattle-based company 
well knew from its war-to-peace swings. 
For more stability and a higher profit 
ratio, commercial business was a must. 

Because it recognized the opportunity 

of a lifetime to break into the commer- 
cial airplane market with the advent 
of jets, and at the same time because 
it desperately needed to, it gambled 
$15-million of its own money on a 
prototype jet transport in 1952. This 
was three years before either Douglas 
or Convair Div. of General Dynamics 
Corp. was ready to go ahead with its 
jet program. Neither company has ever 
really caught up. 
e First Orders—The payoff from this 
gamble could hardly have been greater. 
The Air Force subsequently ordered a 
tanker to refuel jet bombers in the air. 
Some 440 of these have already been 
delivered. And many airlines, given the 
choice of ordering from designs on 
paper or from a plane they could actu- 
ally test, chose the latter despite their 
lovalty to Douglas. 

This loyalty was probably one of the 
most important things Boeing had to 
overcome. Over the years Douglas had 
built up a reputation for solidly de- 
signed, solidly built transports that gave 
airlines minimum trouble and maxi- 
mum profits. 
¢ Douglas’ Problem—It can easily be 
argued, using hindsight, that Douglas 
waited too long to start its DC-8, and 
by so doing missed a priceless oppor- 
tunity. 

But Douglas had adequate reason for 
going slow, says Jackson R. McGowen, 
vice-president, commercial _ projects. 
The company ordered its DC-8 into 
production in June, 1955. In the first 
four months of that year, however, it 
had received orders for 200 piston- 
powered transports. “We wouldn’t have 
sold so many piston aircraft if we had 
announced we were building a_ jet 
sooner,” says McGowen. “Considering 
the airlines’ reluctance to commit them- 
selves to jets in 1954 and early 55, the 
timing was about right.” 
¢ Rush to Jets—Pan American World 
Airways started the rush in October, 
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1955. Juan Trippe, Pan Am president, 
ordered 25 DC-8s from the blueprints 
and 20 Boeing 707s from the prototype. 
By splitting his order he accomplished 
two things: He guaranteed first delivery 
for his airline and incidentally assured 
that there would be two manufacturers 
of commercial jets. 

Because Pan Am has now been flying 
both planes for over a year and is the 
only airline to have comparable Boeing 
and Douglas planes in its fleet, its expe- 
rience is of utmost importance. Pub- 
licly the airline is saying nothing. In 
private conversations, however, the word 
has leaked out that Pan Am considers 
the Boeing 707s better money makers. 
Pan Am has never reordered from Doug- 
las, but it has ordered three more Boe- 
ings. It is said to be ready to order five 
more planes from Boeing—these to be a 
new, super long-range version of the 
biggest 707 with turbofan engines. 
¢ Boeing “Family”—The fact that Boe- 
ing has several quite different versions 
of its jet, or as Boeing Pres. William 
M. Allen says “a family of planes,” is 
another vital reason it has soared ahead. 
Initially, both manufacturers offered a 
transcontinental airplane, capable of 
cruising at approximately 550 mph., and 
seating roughly 115 passengers in mixed 
configuration. But there is a limit to 
the market for this plane. 

Both Boeing and Douglas took ad- 
vantage of an improved engine to sell 
longer range jets. But while Douglas put 
the new engine on its same basic plane, 
Boeing manufactured a heavier, bigger 
craft. 
¢ New Market—Bocing also stole a 
march by going into medium-range and, 
more recently, short-to-medium-range 
planes, where the big market for the 
next several years _promises to be. Its 
720 is a scaled down version of the 707 
that’s shorter but faster and is designed 
to fly transcontinental routes with one 
or more stops. And last fall the com- 
pany announced it would build a short- 
range jet, the 727, designed for routes 
between 150 mi. and 1,700 mi. 

The 727 was a severe blow to Doug- 
las. United and Eastern Air Lines, both 
DC-8 customers who switched to Boe- 
ing 720s, have now each ordered 40 of 
the 727s. American Airlines is on the 
verge of ordering a short-range jet. If 
it should decide on the 727, there is a 
serious question if enough of a market 
would be left over to tempt another 
manufacturer. 

Douglas did have a short-to-medium- 
range jet, the DC-9, on the drawing 
board. But it had to make the agoniz- 
ing decision not to go ahead because, 
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Boeing’s Bid to Pass 


Ahead of Douglas in the Jet Race 


(number of commercial planes delivered) 
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Data: Douglas Aircraft Co. and Boeing Airplane Co. 


in the words of Pres. Donald W. 
Douglas, Jr., “we ran out of money.” 

¢ French Tie-Up—In place of the 
DC-9, Douglas is pinning its hopes on 
the Caravelle, a twin-jet transport 
manufactured in France. The hope is 
that enough of these will be sold to 
justify production by Douglas in the 
United States. United has 20 on order 
directly from France, but so far this is 
the extent of orders. The next few 
months will tell whether Boeing’s suc- 
cess with the 727 has forever dashed 
Douglas’ ambitions in the short-to- 
medium-range jet field. 

Even though Boeing is on top, it, too, 
has lost money on its commercial pro- 
gram. By last summer it had a pre-tax 
book loss of $160-million. But from 
this point forward, Boeing says, it is 
making money on each jet transport. 
¢ New Sales Effort—Having a family of 
jets and having them first has unques- 
tionably plaved a large part in the Boe- 
ing success. But this alone never could 
have put the company where it is. 
Throughout its recent history, Boeing 
has specialized with one major cus- 
tomer, the U.S. government. As part 
of its decision to build a prototype jet 
for commercial sales, it also had to 
build a commercial sales force. And 
this meant new problems. 
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In advance of each selling effort, 
Boeing specialists have gone to a com- 
pany and worked with its people to 
determine the requirements of a particu- 
lar line—distances served, flow of traffic, 
heights flown, take-off lengths, the com- 
pany’s operating rules, winds, tempera- 
tures en route, fuel sources, and so on. 
Not only are such studies invaluable to 
airlines in their fleet planning; they 
help Boeing in planning its own fore- 
casts of production, and in designing 
new types of planes to meet customers’ 
needs. 

The immense amount of detail that 

goes into its selling has paid off, how- 
ever. Boeing credits a recent $200- 
million order “taken out of the DC-8 
nag to this kind of work. 
e Next Step—The next huge piece of 
business up for grabs is the jet cargo 
plane market. Within the past weeks 
manufacturers have been bidding on a 
proposed Air Force cargo plane and 
supporting ground equipment. The proj- 
ect, known as SOR-182, is said to be 
worth approximately $1-billion. Part of 
the Air Force requirements are that the 
cargo plane and loading system also be 
salable to commercial airlines, so even 
more business is involved. Final de- 
cision on the project is expected some- 
time in March. END 
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ARRIVING in Kans:s City for massive sales effort, Burlington 
Railroad salesmen are: greeted by the road’s W. F. Burke. 


BREAKFAST meetin} is held at Union Station to brief 25 sales 


people on the i) to promote travel on the Burlington. 


$; 


\ 
How a Railroad Creates Riders 


For three days las: week, a team of 25 
salesmen overran sXansas City and 
environs in a well-refearsed blitz of busi- 
ness and industry (f:ctures). 

Distributing leafli:ts and reciting the 
virtues of their preduct from door to 
door and floor to flpor, they made calls 
on close to 2,000 off:ces before the cam- 
paign officially subsiied. 

As a marketing ambit, the blitz is 
familiar for pushing:.brushes or vacuum 
cleaners or insurance. But these men 
were selling a any that had never 
before been offere? with such a flair, 
and that few indees\ bother to promote 
at all these days—thi.; passenger train. 
¢ Shining Excepti#sa—The invaders of 
Kansas City were ¢arrying the creden- 
tials of the Chicsgo, Burlington & 
Ouincy RR, an 11#)00-mi, system that 
shines as an excepttn to whatever rules 
the outsider might ormulate about the 
decaved state of pi senger business on 
U.S. rails. The iurlington’s fleet of 
sleck stainless stes! Zephyrs, serving 
such cities as Chicago, St. Paul-Minne- 
apolis, Omaha, K:nsas City, Denver, 
and Dallas, covers: all its out-of-pocket 
operating costs anc. rakes in a tidy sur- 
plus besides. In 1°60, the Burlington 
recorded its biggest year for passenger 
revenues since 194$. And the improve- 
ment in the passeni:er take helped offset 
a $13-million slun®) in freight income 
blamed on the ecogomy’s softness. 

Burlington Pres§ Harry C. Murphy 
credits this showing to “high-quality pas- 
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senger equipment, schedules, and serv- 
ice, combined with intensive solicita- 
tion.”” W. IF. Burke, general passenger 
trafic manager, adds: “You can’t stand 
back on your heels.” He is echoed by 
H. C. Wallace, passenger trafic man- 
ager: “The guv who savs business is bad 
just hasn’t asked enough people to buy 
his product.” 


I. Creating Business 


In its passenger success story, the 
Burlington isn’t completely alone. ‘The 
Seaboard Air Line RR has increased 
passenger revenues in five of the last 
six years; 1960’s rise came to 9%. 
Promotion of budget fares, meals, and 
sleeping accommodations has helped 
the Baltimore & Ohio and Missouri 
Pacific. The Illinois Central and Santa 
Fe, among others, have also demon- 
strated that they care about passengers. 
¢ Successful Philosophy—On the Bur- 
lington, the philosophy has long been 
that good passenger service is one of 
the best possible magnets to draw 
freight business (which brings it 
roughly 10 times more bread-and- 
butter). As proof, officials privately 
cite routes where a rival was dominant 
in freight until it did away with pas- 
senger trains; the Burlington, still 
hauling the varnish and advertising the 
fact, now carries the freight, too. 

To be sure, the results aren’t all 
happy. In 1960, the Burlington 


abolished 16 unprofitable trains and it 
has consolidated others for economy’s 
sake. Passenger train miles have shrunk 
from 15.5-million in 1945 to 10-million 
last year. And, under the accounting 
method required by the Interstate 
Commerce Commission, the road lost 
$21.6-million on passenger business in 
1959, probably less than that in 1960. 
But it’s virtually impossible to make 
money under the ICC formula, which 
assesses against passenger income a 
share of all costs of operaiing and 
maintaining the railroad plant. 

On an_ out-of-pocket basis, the 
Burlington estimates a $5-million profit 
on the $37.8-million it took in last vear 
on passengers, mail, and _ express- 
$21.4-million of it on passengers. That 
$21.4-million classed the vear as the 
best since 1946. Significantly, passenger 
man Burke figures that $1.5-muillion of 
the total came from “created business” 
—created by the imagination, showman- 
ship, and aggressiveness of his pas- 
senger sales force. Without this bus- 
iness, it would have been a so-so vear 
instead of a record. And the dip in the 
line’s over-all net income, from $17.7- 
million to $12.5-million, would have 
been more abrupt. 
¢ Student Trips—The Burlington 
started its creative sales program mod- 
estly in 1952 by persuading a few small- 
town schools to send their students on 
train excursions to a nearby city—from 
Broken Bow or Red Cloud, Neb., say, 
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SELLING efforts yield prospect for F. D. Clouse (left). In calling on Paul M. Lambert, 
he learns that group of Baptists will be traveling to California convention. At right, 
H. C. Wallace gives sales talk to man in street, who turns out to be college president. 
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SALES TEAM, armed with promotion material, marches on Fairbanks, Morse plant. In all, Burlington salesmen made almost 2,000 calls. 
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Architect: 

e William B. Tabler 

Contractor: 

@ Turner Construction Company 
Plumbing iad 

@ Sauer IncoMorated 

Electrical Contractor: 

@ Patterson-Emerson-Comstock, Inc. 





Versatile: steel pipe lines the 


Golden Triangle’s “15 Million Jewel Box,” 


The Pittsburgh Hilton 


Thousands of f@t of steel pipe are 
efficiently and sile1tly at work in the 
new Pittsburgh Hilton. Steel pipe 
water, waste and #ent lines will pro- 
vide decades of maintenance free 
service. The elecirical network will 
function efficient!y and well because 
it is enclosed in time-tested rigid 
steel conduit. - 

There are mar:y good reasons for 
the universal use» for steel pipe and 
rigid steel conduit in monumental 
buildings. Among them are: 

1. Steel pipe anc rigid steel conduit 
are available everywhere in re- 
quired sizes, *inishes, quantites. 
They meet ali codes. 

2. Load bearing® steel pipe permits 
quick vertic%l and horizontal 
aligning, supgorts heavy loads, 
takes. more apuse, both before 
and after inst*llation. 


‘ 





4 
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3. Rigid steel conduit has proved 
strength, is corrosion resistant 
and offers a completely safe, 
grounded system. Re-wiring for 
future loads and increased use 
of power is simplified. 

No wonder steel pipe is the world’s 
most widely used tubular product 
for radiant heating, cooling, refriger- 
ation, ice making and snow melting; 
power, gas and air transmission. 





STEEL PIPE IS FIRST CHOICE 
e Low cost with durability 

e Strength unexcelled for safety 

e Formable—bends readily 

e Weldable—easily, strongly 

¢ Threads smoothly, cleanly 

e Sound joints, welded or coupled 

e Grades, finishes for all purposes 

e Available everywhere from stock 


Insist on Fo Steel Pipe 
“Lf Ss rl 
- C-9A 














: COMMITTEE OF STEEL PIPE PRODUCERS 
150 East Forty-Second Street, New York 17, New York 





to see the sights of the state capital in 

Lincoln. The first year it carried 2,500 
students this way; last year the total 
was 62,500, including a lot of big city 
young people gawking for the first time 
at the Colorado Rockies or the Missis- 
sippi Palisades. 

The next step was to promote one- 
and two-day trips out of Chicago to 
scenic and historic spots such as Galena, 
Ill., and Hannibal, Mo., or behind a 
steam locomotive the Burlington has 
preserved. The mailing list of 21,000 
persons who have taken these jaunts 
was the jumping-off point for promot- 
ing the most ambitious treks yet—four 
all-expense weekends in Colorado for 
less than $70 a customer. The first of 
these, publicly advertised only on a 
Chicago early-morning radio program, 
drew almost twice as many applicants 
as could be accommodated. Septem- 
ber’s trip filled a 22-car special train, 
plus six cars added to the regular Denver 
Zephyr. And the Burlington put on a 
show all the way, with a band aboard 
and escorts done up in cowboy garb. 
¢ Convention Riders—Meantime, Bur- 
lington salesmen were enticing others. 
Several vears ago 50 Kansas City home- 
builders agreed to try the Burlington 
to Chicago for their annual convention; 
the railroad inspired a local title com- 
pany to be host for a cocktail party 
aboard the train, and when the dele- 
gates and their wives finally went to 
bed, they found a shiny red apple under 
every pillow in the Pullman rooms, 
compliments of the Burlington. This 
year more than 600 persons rode Bur- 
lington to the homebuilders’ session. 
The normally slack weekend of Jan. 
27-29 was the biggest since the holidays, 
thanks to the builders and to a special 
tour to St. Paul’s winter carnival. 

Whenever possible, the Burlington 
handles its “created’’ business in extra 
cars attached to scheduled trains, which 
then produce more revenue without 
appreciably higher costs. The peak of 
passenger prosperity came last July when 
27,000 Boy Scouts and almost 4,000 
Shriners traveled Burlington to Colo- 
rado. But this success brought its 
worries: With no such mass movements 
in prospect for 1961, how could the 
railroad hold its gains and score more? 


ll. Saturation Selling 


The blitz attack on Kansas City was 
one answer. 

Saturation selling is a new tack 
for a railroad, but Wallace, the Burling- 
ton’s passenger traffic manager, notes 
that his industry has been slow to 
try modern marketing. He and Burke 
talk feelingly of the need to wrap 
passenger service in a package offering 
“romance, glamor, and prestige” —and 
the need to get out and sell it. 
¢ Roving Sales Force—Kansas City was 
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Beauty with “brains” 
in new clutter-proof desk 















Tue new Shaw-Walker Skyline Desk has 
an ingenious arrangement of six clutter-proof* 





drawers that really helps the office worker do 
nore—easier . .. Makes an amazing improve- 
ment in neatness and efficiency. 

Your Shaw-Walkerman can show you how 
Skyline furniture will bring both new beauty 
and greater work accomplishment to your 
office. You will find him listed in the phone 
book. Or, write for our colorful new brochure, li 
- “Skyline Clutter-Proof® Desks.” : 


SHAW: WALKER 


Largest Exclusive Makers of Office Equipment 
Muskegon 79, Mich. Representatives Everywhere 








*A marvel of convenience, the “clutter-proof” drawers eliminate desk 
top clutter and desk drawer hodgepodge. The ingenious in-drawer 
facilities organiz: your work and working tools. Even the letter trays 
and wastebasket are in the drawers. Nothing like this in any other desks. 


























years of 
nduszry proof! 


Rust-Oleugs has specialized 
in stoppii 3 rust throughout 
industry jo* over 35 years. 
This experince is yours in a 
complete s#zies of systems de- 
signed for:tong wear—spear- 
headed b¢# the Rust-Oleum 
New Colo® Horizons System 


that stop: q and achieves 








lasting be¥ity in the colors 
of your cnoice. Heart of 
this systerr: is the exclusive 
Rust-Oleuxx 769 Red Primer 
that may !i< applied directly 
over soun:: rusted surfaces. 
Its specialls:-processed fish oil 
vehicle pé:etrates* rust to 
bare metal: 

Write for ree copy of “New 
Color eu Indust nearby 





Rust-Oleu% Industrial Dis- 
tributor m"intains complete 
stocks of 8ust-Oleum. 


RUST-OLEUA CORPORATION 
2420 Oakton Street 
Evanston, Illinois 







*Proved in radinactive 
tracing studie<. 
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selected as the first target for a blitz. 
Top passenger salesmen from all over 


the system were sent to town to 
supplement the four-man __ resident 
force. Each one was armed with a 


Burlington “flight bag” crammed with 
kits containing literature about family 
fares, low weekend rates, schedules and 
features of service from Kansas City to 
Chicago, Omaha, and San Francisco, 
and an application for a_ rail travel 
credit card. Along with this went a 
map marking every man’s territory. 

For the next three days, they roamed 
the business and industrial districts 
from door to door. If possible, they 
called on whoever arranged a com- 
pany’s trips, but everywhere they left 
a Burlington Kit. Three of the men 
spoke at service club luncheons. One 
day Wallace lunched with the trafhe 
managers of several big Kansas City 
companies—Butler Mfg., Sheffield Div. 
of Armco Steel, Archer-Daniels-Mid- 
land, Continental Grain. 

e Favorable Reaction—Reaction was 
almost uniformly favorable. An indus- 
trial designer’s comment was_ typical: 
“I’m glad to see you people are finally 
getting around to do this—it’s about 
time.” Like many other Kansas Citians, 
the chemists in charge of a testing 
service said no passenger salesman—air 
or rail—had ever called on them before. 

The complete results will be a long 
time coming. Each call was recorded 
on a card that will go into Kansas City 
sales files for follow-ups. But in the 
first two days alone, the men turned 
up some promising leads—a group of 
Baptists California-bound in 1962, 35 
insurance women with a convention in 
Omaha; an impresario interested in a 
special train for a Victor Borge show, a 
possible basketball special, so many fans 
for skiing in Colorado that the road 
plans a Kansas City section of a “ski 
or see” special scheduled in March, a 
list of members for a millers’ meeting. 
e Early Returns—The first rewards of 
this effort were visible before the blitz 
wound up. On the third day, telephones 
in the railroad’s ticket office started 
ringing so insistently that some of the 
Kansas City men had to be called in 
to help answer them. And there were 
sO many requests for reservations that 
extra Pullmans will have to be added 
to the Burlington’s overnight Zephyr for 
Chicago. 

The Burlington men, enthusiastic 
to begin with, voiced hopes that the 
blitz would spread. “We know now 
this kind of work can be done any- 
where,” says one. 

In a matter of months, the Burling- 
ton will be part of a huge merged system 
including its two owners, the Great 
Northern Ry. and Northern Pacific Ry. 
(BW—Nov.5’60,p31). But Burlington 
people feel the consolidation won’t di- 
minish their drive one bit. END 








SALES! 


FLIP-TOP 






PROJECTOR 
A professional salesman in a 13-Ib. package 
. . . makes every neophyte a “‘pro’”’ and 


doubles the effectiveness of experienced 
salesmen. Just open it up and plug it in— 
the “FLIP-TOP” presents your sales mes- 
sage without slip-ups or omissions . . . com- 
plete with sight and sound. See and hear 
the “FLIP-TOP’’ demonstrated at your 
desk. Learn how sight and sound will in- 
crease your sales! Write to: 
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“EXECUTIVE 
PROGRAM” 


Major companies throughout the country 
have toid us that no other hotel offers so 
many advantages for a business gather- 
ing. World-famous, it is an attraction to 
all your personnel. Excellent meeting and 
banquet facilities accommodate groups 
from 10 to 1000. Deluxe rooms and park- 
ing for over a thousand cars. Complete 
privacy away from big city hub-bub yet 
just 30 minutes from Los Angeles. Send 
for our booklet and learn about the 20 
acre setting for business activities at 
Disneyland Hotel. 


a resort hotel that’s perfect for 

your next family vacation, too! 
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SERVICE 


The Kennedy Administration is exploring the possibility of getting 
Soviet cooperation in neutralizing the Congo and Laos. The President con- 
siders these efforts as tests of Moscow’s willingness to improve U. S.-Soviet 
relations. 


Moreover, almost anything except outright appeasement would look 
better today than the chaos and civil war that is spreading in the Congo and 
Laos. 


In the Congo, the price for any East-West agreement presumably would 
be to free ex-Premier Lumumba and permit him to join a new government, 
perhaps once more as premier. Pres. Kasavubu would keep his present 
position. Congolese armed forces of all factions would be disarmed, and 
the United Nations given a much larger role in maintaining order. Katanga 
Province would rejoin the Congo but would be granted local autonomy. 


In Laos, neutralist ex-Premier Souvanna Phouma might have to be 
included in a new government. But the U.S. would not agree to include 
members of the Communist Pathet Lao. 


These new approaches are definitely tentative so far. Some State Dept. 
officials are strongly opposed; so are some of Kennedy’s personal aides. 


However, cautious soundings have been taken of the Soviet reaction by 
Ambassador Adlai Stevenson at the U.N., and also through diplomatic 
channels. Stevenson is anxious to strengthen the position of Secy. Gen. Dag 
Hammarskjold. And, to do this, he has to win over some of the African and 
Asian neutrals who have been opposing our policy in the Congo. 


The obstacles are formidable to any compromises in either the Congo 
or Laos. First, the odds are against any real quid pro quo from Moscow. In 
the Congo, there is strong opposition from Kasavubu to anything of the 
kind. It’s doubtful that Congolese forces could be disarmed without a fight. 


In both trouble spots, perhaps the biggest danger of all would be that 
the Soviets would renege on any hands-off agreement once Western positions 
had been liquidated. 


Officials who favor the new policy know that the Administration would 
be open to charges of appeasement. The only reason they are considering it 
is because the alternatives look much worse. In the Congo they appear to 
be all-out civil war, a shattering blow to U.N. prestige, and possible U.S. 
military involvement. In Laos the choice could come down to a Western 
defeat or another Korea. 


Relations between Washington and Bonn are about as cool as they have 
been at any time in the past 12 years. From Pres. Kennedy on down, the 
Administration resents Bonn’s failure to take on its share of the West’s 
military and aid burdens (page 27). 


The Adenauer government doesn’t seem to have budged much from 
the position it took last fall when ex-Treasury Secy. Anderson tried to 
strike a new financial balance with West Germany. At that time, the West 
Germans outlined a development aid program for 1961 and offered the U. S. 
a $1-billion package of debt prepayment and military purchases—the latter 
to help offset the U.S.’ heavy military expenditures in West Germany. But 
this offer was made conditional on the U.S. deducting $200-million for 
German assets seized by the U.S. during World War IL. 
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INTERNATIONAL OUTLOOK (continued) 


BUSINESS WEE % Today, Bonn is moving ahead with its aid plans, though not on a scale 
3: matching its strong financial position. The Bundesbank this week reported 

FEB. 11, 1 764 that West Germany had a balance-of-payments surplus of $2-billion in 1960. 
¥ 





Bonn is also ready to step up its military purchases to a total of $325- 
million, on a prepaid basis. But it is offering now to prepay only $587-million 
of its $787-million postwar debt to the U.S. and this offer apparently is 
tied to the condition that the remaining $200-million eventually be waived 
in compensation for the seized assets. 


EBPs eo 


Argentine Pres. Arturo Frondizi’s economic austerity program came 
up against a vote of no confidence this week. 

In a bye-election in which 10% of the voters went to the polls, Frondizi’s 
candidates ran a poor third. Both Frondizi and the opposition parties had 
made the election a referendum on the president’s economic rehabilitation 
plan. 

The Frondizi people did not get the Peronista vote, with which Frondizi 
won the last two major elections. Peronistas, tired of austerity, have with- 
drawn their backing from Frondizi’s party. 


The election outcome puts a question mark on the future of Alvaro Also- 
garay, the nation’s economic minister and architect of the austerity program. 
All opposition parties are after his head. Frondizi also is disappointed that 
Alsogaray has not worked economic miracles that would enhance the presi- 
dent’s popularity. 


Sie ERNE. OE tae + 4.4 te |. is 


The Cuban Revolution, now in its third year, is continuing to fit into a 
classic revolutionary pattern (BW—Sept.17’60,p171). It’s well into a reign of 
“terror and virtue” having passed through the earlier stages of overthrowing 
the old order, the rule of moderates, and the accession of extremists to power. 


The current phase of the Cuban revolution is marked with: 


e A constant harping on an alleged threat from a foreign power, in this 
case the U.S., to fire up revolutionary and nationalistic fervor. Fidel Castro 
thinks up one incident after another to remind the Cuban people of what 
he calls “Yankee imperialism.” 


e An ever-spreading purge of “anti-revolutionary forces,” meaning any 
person or organization opposed or indifferent to the revolution. 





In a true revolution, the regime acquires a puritanical bent and will 
suffer no opposition, however remote. It believes it must cleanse and rebuild 


} society, which starts a repressive cycle that feeds upon itself. As the regime 
begins its purification, it generates opposition, which in turn brings sup- 
pression. 

So far, the Castro government has not indulged in the bloodletting of 


Pr aaa + * 


; the French Revolution or the Stalinist days in Russia. But each week, several 
” men are led to the execution wall for counter-revolutionary acts. More go : 
to prison for long terms. Ss 


The Fidelistas are concentrating on an unbloody purge. The latest moves 
include persecution of the Catholic Church and various student movements, eae 
once Castro’s strongest supporters. Earlier, the regime disposed of oppo- : 
sition in the courts, press, education, labor unions, and farmers’ organiza- 


tions. 
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We pay an average of*2,434 a month 
in “road” taxes to use the highway 
between Rochester and Chicago! 











ROCHESTER 


CHICAGO 








) The trip from Rochester, N. Y., to Chicago, IIL, is 604 miles. Interstate 
i travels between these two points 105 times in the average month. 
= Counting only those taxes that go toward paying for state and national 

highway systems, the amounts we pay on this one route average $2,434 
monthly. In our last fiscal year, these highway-directed taxes for the 
entire Interstate System totaled approximately $1,550,000. The total 
of our taxes and licenses for that year was $4,717,033. By any measure, 
it is apparent that Interstate System not only provides the fast, direct 
service you want, but, like other motor common carriers of America, 





pays its own way in doing it! 















Direct service to over 9,000 points in 26 states 
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Sign (above:) points way to 
penthouse office (right) over- 
looking Hamburg, where Axel 
Springer (below) runs West Ger- 
many’s biggeft and most in- 
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Fifteen years ago, a young German, puts his personal wealth at abouth _ 
Axel Springer, set up an editorial ofice $60-million. 3 “alt 
in one of Hamburg’s deserted air raid ¢ On Schedule—In sharp contrast with aie 
shelters. It was equipped with a chair, his first dusty headquarters Springer <r 
a wooden crate, and a borrowed type- now directs his empire from a spacious Hi: ; 
writer. penthouse office atop the 1 3-story Axel 2a 

In the intervening years, Springer Springer Building in midtown HamJ 9 
has built a publishing empire that in burg. Each morning ‘at exactly nine on 
terms of size, wealth, and influence has o’clock the dapper young millionaire '° 
never before been seen in Germany— arrives at his office and leafs through large 
West or East. Today, every time a_ fresh copies of every Springer publ: li 
West German plunks down a few cation. Just as promptly at 11 o’clock— “" 
pfennigs for a newspaper or magazine, he drinks a glass of carrot juice. EE 
there’s a good chance that the publica- Underlying this disciplined natureg °°™ 
tion is owned by the same Axel is what Springer likes to think of as taker 
Springer. the romantic soul of a crusader. From St 

Springer now owns a complex of _ the beginning, he has identified himself symt 
some half-dozen companies that put with a free Berlin and a_ unifiedg ‘Ye ‘ 
out a chain of newspapers and maga- Germany. Once he remarked, inf * 8° 
zines that are read by 150-million disgust, “The hobby of most European back 
people each month in West Germany millionaires is the buying of houses im the 1 
and West Berlin. Gross annual income — Italy; my hobby is Berlin.” (Springer Som 
from advertising, subscriptions, and today owns homes in Switzerland, f free- 
newsstand sales tops $100-million. London, Berlin, Hamburg, and on Sylt,§ " th 
The physical facilities that back this a German island in the North Seas.)§ dred 
operation, including printing plants ° Man With a Mission—Actually.§ * Pe 
and office buildings in six West Springer does pour a large share of his gest 
German cities, are said to be worth — energy and personal fortune into cham-§ /°U™ 
over $30-million. pioning a free and unified Germany. busi 

In addition, the +48-vear-old press This week, he is in the U.S. to ex make 
lord owns two book publishing com- pound his views to government officials toda’ 
panies, a travel bureau, and an inter- and to the National Press Club im Fe 
national press and literary agency. Washington. he h 
Springer estimates that all of this— This visit is in connection with theg Pelic 
combined with other private holdings— second American-German Conference, vars 
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a meeting of U.S. and German busi- 
nessmen and government officials spon- 
sored jointly by the American Council 
on Germany and the Atlantic Bridge of 
Hamburg. These are businessmen’s or- 
ganizations designed to promote better 
trade relations. Springer’s important 
role in this conference is prompted 
largely because of his latest venture—the 
one-shot appearance of Germany’s Ber- 
liner Illustrirte picture magazine. This 
magazine was formerly published by 
Berlin’s House of Ullstein, a company 
taken over by Springer in 1959. 

Springer resurrected this one-time 
symbol of German cultural life on the 
eve of Pres. Kennedy’s inauguration as 
a gesture of thanks to the U.S. for 
backing a free West Berlin and to urge 
the new Administration to keep it up. 
Some 300,000 copies were circulated 
free—one-third in Europe and the rest 
in the U.S.—at a cost of several hun- 
dred thousand dollars. 
¢ Peak Strength—It’s this type of 
gesture coupled with personal charm, 
journalistic ability, and free-wheeling 
business sense that have combined to 
make the House of Springer what it is 
today. 

For the moment, Axel Springer feels 
he has reached his peak strength. He 
believes that the German press has re- 
built solidly and is now stabilized. 

Of the 800-odd daily and weekly 
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newspapers and 1,500 general maga- 
zines, the overwhelming majority are 
healthy, nourished by German indus- 
try’s budget of $500-million per vear 
for magazine and newspaper advertising. 
Even a giant like Springer is hard- 
pressed to find some one to buy out 
today. At the same time, there is little 
room in West Germany for new publi- 
cations because the economy :s heading 
into a period of more moderate growth. 
¢ Consolidation—Thus Springer is now 
turning to the job of consolicating his 
existing holdings. For example, he re- 
cently sold the woman’s magazine, Con- 
stanze, because “it just wasn’t our beer.” 
An associate suggests that the travel 
bureau, originally started as a service 
to readers, may not be the firm’s beer 
either. Then, there’s Kristall, a popular 
science biweekly with a circulation of 
500,000. Some say it is the only 
Springer property that is losing money. 
Springer admits it is in need of shoring, 
is already expanding its editorial cover- 
age to include more general interest 
features. 

Moreover, Springer’s present opera- 
tions have outgrown their physical facili- 
ties. A new $7-million office building 
and printing plant is being built in 
Berlin. Construction will begin soon 
on new printing facilities in Hamburg. 
Modern printing presses are being in- 
stalled at plants in Darmstadt, Munich, 








Frankfurt, and Essen. Teletypsetting is 
being introduced, international news 
coverage being strengthened. 


I. Springer’s Domain 


To match the Springer empire as it 
exists today, you would have to add to- 
gether the next four largest publishing 
companies in West Germany. Even 
then, insiders say, you would fall short 
by every measure—circulation, annual 
income, capital worth, and, certainly, 
influence. 

Springer’s publications reach into 
every intellectual, economic, and geo- 
graphic sector. For example, through 
his Die Welt Publishing Corp., 
Springer brings out one of West Ger- 
many’s three truly national “Intelli- 
gentsia” dailies. Published simultane- 
ously in Hamburg, Essen, and Berlin 
six times a week, Die Welt (The 
World) has a higher circulation with 
250,000 copies than the Frankfurter 
Allgemeine or Sueddeutsche Zeitung, 
is read with the same respect in West 
Germany as is the New York Times in 
the U.S. 

At the same time, Springer is king of 
the “Boulevard Press.” His tabloid Bild 
Zeitung (Picture Newspaper), published 
through his Axel Springer & Sohn Co. 
in Hamburg, Essen, Frankfurt, Munich, 
and Berlin, has a circulation of 3.5-mil- 
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Scripto a world’s largest pro- 
ducex of qualitW mechanical writing 
instruments, keg»s inventories to a 
working i by air lifting 
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“A low inventor means more capital 
freed for produgtive work,” reports 
Ramon Alvarez Assistant Vice-Pres. 
and export manger. “That’s why we 
use Delta Air Frgght for fast, inexpen- 
sive shipments wifi the U.S.A., and to 
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with overseas car¥zrs. Air Freight helps 
us keep total dis§ibution costs low.” 
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lion, making it the sixth largest daily 
in the world (after Japan’s Asahi Shim- 
bun and Mainichi Shimbun, Russia’s 
Pravda and Britain’s Daily Mirror and 
Daily Express). It attracts readers with 
sugar-coated briefs of political news, re- 
lies heavilv on photographs, flashy color, 
cartoons, puzzles, murder stories, film- 
land and high society gossip, and home- 
making hints. 

The remaining 10 Springer news- 
papers fill the spectrum between Die 
Welt and Bild. Each is probably the 
most influential in its particular domain. 
¢ Kingpin—Axel Springer has kept the 
influence of his empire firmly in his 
own hands. To a remarkable degree, 
he is independent of political, eco- 
nomic, and financial pressures. Like 
the rest of the German press—with the 
exception of those few papers owned by 
political parties—Springer himself is a 
member of no political party. He can 
boast that he has built his huge concern 
without major—and often compro- 
mising—financial assistance from out- 
side interests. 

Springer has vet to use his power to 
influence directly political elections in 
Germany. And according to present 
plans he will again limit his papers to 
“throwing a bright and critical light” 
on the policies of all parties. 
¢ Business Genius-How did Axel 
Springer climb to this dominating 
position in such a short time? An 
official of the German Assn. of News- 
paper Publishers savs wryly: “If I 
knew, I would not be here. After all, 
we all started out just about even in 
1945—which is to say, with nothing.” 
After a moment he adds, “That man is 
a business genius.” 

Another observer of the Springer 
phenomenon says: “He’s a gambler 
with limitless luck, an uncanny under- 
standing of what people want to read 
and a carnival owner’s flair for pro- 
motion.” 

As a promoter, Springer uses_bill- 
board advertising, contests, and improb- 
ble gimmicks to publicize his ventures. 
His Hamburg Abendblatt, for example, 
provides the free use of a horse-drawn 
wedding coach for any Hamburger 
bride and groom. His Mr. Lombard 
circulates through Hamburg streets in 
disguise giving away $25 to anyone 
who identifies him. 

As a businessman, Springer was the 
first in Germany to offer a comprehen- 
sive market research service to his 
advertisers. He also is the only 
publisher in Germany to use Teletype- 
setting for newspapers published 
simultaneously in several cities. 


The Long Climb 


Axel Springer started his climb while 
Germany was still under the Nazi yoke. 
During the war years, his father’s small 








publishing firm of Hamuacrich & Le 
Co.—which dates back to the 18th Cg 
tury—was turning out a daily paper 
the Hamburg suburb of Altona. The 
it was seized by the Nazis. But your 
Springer, fervently against the regimg 
succeeded in clandestinely printing t 
books of banned -authors such 
Thomas Mann and Stefan Zweig. 

At war’s end, Springer had two rar 
and valuable possessions: an impeccab 
anti-Nazi record and a small library § 
fine novels for a book-starved natio 
Because of the first, he was granted] 
license from the British occupation a 
thorities to enter the publishing b 
ness. With the second, he amassé 
capital to finance himself. 

Springer’s first venture, through 
old Hammerich & Lesser Co., was 
publish the texts of radio talks in 
weekly, the Nordwestdeutsche Hef 
(North West German Booklets). In 
few months, he had built circulati¢ 
up to 100,000. 

In 1946, Springer founded th 
weekly radio and later television gui¢ 
Hoer Zu (Listen), absorbed Hefte in 
it, and expanded editorial coverag 
nationwide. Today, the publication 
a circulation of nearly 4-million. 
¢ Newspaper Scoop—Springer  brok 
into the newspaper business in 194f 
again with the help of his reputatia 
as a crusader. In competition with § 
other prospective publishers, he 
granted the first license to operate | 
newspaper by the new German authom 
ties because of his “obvious desire 
bring out a paper that would fighl 
in the cause of democracy and fre 
dom.” 

Springer sank every pfennig of prolif 
made by Hoer Zu to finance the Ham 
burger Abendblatt through his newl 
formed Axel Springer Publishing Coy 
Says an associate, “He promoted thal 
paper like it was the first and only ont 
in the world.” After four years tt 
turned in its first profit and today the . 
lively family daily has a_ circulationf 
around 400,000 and dominates the 
Hamburg field. 

With the Abendblatt on its feet in ( 
1952, Springer plunged into the na 
tional daily field. Again financing hinr 
self out of his existing operations, he 
set up Axel Springer & Sohn Co. tif : 
bring out the country’s first postwar 














































boulevard paper, the highly successful “ 
Bild Zeitung and its Sunday edition. 

¢ Prestige Publishing—Springer’s move be 
into prestige publishing came in 1953, oO 
when he acquired Die Welt, the news x 
paper founded and published by thc p 
British occupation authorities. Read os 
to get out of the newspaper busines sce 
with the foundation of the Federal Re . 





public, the British looked around for § f 
German who would keep Die Welt fret ‘ 
of political pressures and who would 
continue the organization, the Found 
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SIMPLE AS A°B°C 


A. Operator inserts mi- 
crofilm aperture card. 


B. Next, inserts sheet of 
ordinary paper, vellum, 
or offset paper master. 
Insertion starts auto- 
matic printing and proc- 
essing cycle. 


C. First print is auto- 
matically delivered in 30 
seconds; subsequent 
prints (of the same or 
different drawings) 
every 15 seconds, 


The Copyflo’ 1824 Printer, using ordinary paper, 
cuts costs of engineering-drawing reproduction 


Here’s a remarkable machine that 
sharply reduces the cost of engineer- 
ing-drawing reproduction because it 
uses ordinary, inexpensive paper. 

The XeroX® Copyflo® 1824 print- 
er, which requires no exposure or 
other adjustment, reproduces from a 
microfilm aperture card, making dry, 
positive, 18” x 24” prints—or smaller 
—at extremely low cost. It also copies 
onto vellum or offset paper masters. 

Operation is automatic. Prints 
ready for immediate use emerge as 
fast as four a minute. 

The quality of reproduction is su- 
perb. Images are sharp black-on-white 
and won’t rub off. There is no odor, 


no waste, and the finished print may 
be written on with pen or pencil. 
Regardless of your engineering- 
drawing-reproduction neecls, you can 
now enjoy the tremendous savings in 
time, money, space, and materials of 
your own unitized microfilm system. 
Formerly, such economies required 
a substantial reproduction need. To- 
day, however, the Copyflo 1824 print- 
er offers the same proportionate bene- 
fit to small-volume users as to large. 
No need now for vast files of engineer- 
ing drawings. Microfilm aperture 
cards require only a fraction of the 
storage space required for other repro- 
ducibles. No more costly waiting for 


prints, which—made by a Copyfio 
1824 printer—are so inexpensive your 
engineers can discard them after use. 

Write today for our free 1824 book- 
let giving the full benefits you can ex- 
pect from a Copyflo 1824 printer. 
Ha.Low Xerox Inc., 61-14X Haloid 
St., Rochester 3, N.Y. Branch offices 
in principal U.S. and Canadian cities. 
Overseas: Rank Xerox Ltd., London. 
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engine bearings. . ae brands 
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tion for the Promotion of Free Journal- 
ism, that they had set up in connection 
with the paper. Springer fit the bill, 
and he got the coveted Die Welt Pub- 
lishing Corp. for a few million dollars. 
Today, besides the daily Die Welt, 
Springer brings out the +400,000-copy 
Die Welt am Sonntag on Sunday as 
well as ‘Das Neue Blatt (The New 
Paper), gossipy weekly with 1.2-million 
circulation. He still sinks 25% of Die 
Welt’s earnings back into the Founda- 
tion. 

In 1959, Springer bought Ullstein 
Publishing Corp. in Berlin. His asso- 
ciates say that this move was another 
gesture to the cause of the threatened 
city. Whatever the reason, Springer ac- 
quired as a result healthy properties in 
the Berliner Morgenpost (Morning 
Post) with 230,000 daily circulation, BZ 
(Berliner Zeitung) with 300,000 daily 
circulation, the Weekly Radio & Tele- 
vision Revue with 670,000 circulation, 
and a monthly construction trade maga- 
zine, Bauwelt. Ullstein also provides, 
along with Karl Voss Co., Springer’s 
foothold in the German book publish- 
ing business. 


Ill. One-Man Job 


Axel Springer runs this empire almost 
single-handed. He has no title, board 
of directors, or company officers. The 
success and failure of his undertakings 
depend solely on his decisions. But he 
has surrounded himself with a small 
group of highly competent licutenants 
to whom he delegates the routine man- 
agement of his house. 

Karl Voss, Springer’s partner in Karl 

Voss Co., handles financial and eco- 
nomic matters. Dr. Walter Matuschke, 
an expert on printing, is chief technical 
director. Gerhard Kripahle is director 
of advertising; Helmuth Klosterfelde 
heads the huge distribution network for 
the concern. Christian Kracht, who is 
said to manage Springer’s personal for- 
tune, acts as general director and liaison 
man for the Ullstein firm. Adam Voll- 
hardt doubles as Springer’s personal sec- 
retary and chief editorial adviser. 
e Autonomous Units—But the individ- 
ual publications, each with its own chief 
editor and publisher, operate as autono- 
mous units. Springer keeps in constant 
touch with the editorial side, often 
drops in on a chief editor for an in- 
formal chat about general policies. The 
publishers, however, go to Voss for 
financial guidance. Says Springer, “I 
am not interested in money matters. I 
have other things with which to con- 
cern myself. We live in dangerous 
times. There’s much to do.” 

There can be little doubt that Axel 
Springer’s zeal is genuine. But it leaves 
the cynics puzzling how a man who is 
so little interested in money could have 
made so much. END 
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From inflating tires to spraying 
paint, Quincy Compressors do 
more automotive jobs best 

and work longest. Quality 
engineering and nationwide 
service combine to deliver 
steady, reliable, low-cost air 
power to all automotive and 
industrial applications. 


Models from 1 to 90 CFM 


Yuincy 


QUINCY COMPRESSOR CO. 
QUINCY, ILLINOIS 


Makers of the World’s Finest Air Compressors 








MISSSISSIPP! GULF COAST 
ANNOUNCES A NEW 


INDUSTRIAL WATERWAY 
SYSTEM AND 1200 ACRE 
PLANNED INDUSTRIAL PARK 





WATERWAY SYSTEM 


Construction will begin soon on a six- 
teen-mile-long waterway system con- 
necting the back bay areas of Gulf- 
port, Biloxi and Pass Christian with 
the deep water channels of the Gulf. 
This system will offer excellent possi- 
bilities to industries dependent upon 
water transportation or industries in- 
terested in the Southern and South 
American markets. 


INDUSTRIAL PARK 


A 1200-acre planned industrial park 
will he iocated on the new waterway 
system north of Gulfport. Industrial 
sites, streets, power, rail sidings and 
all other necessary facilities are pro- 
vided in the park. Industries can 
choose from specific sites at firm 
prices, ready for immediate construc- 
tion. A similar park is planned at 
Pass Christian. 


For details about advantages off- 
ered to industry by 
parks, write to 
Commerce of one of the Mississippi 
Gulf Coast cities listed below. 


THE DIXIELAND RIVIERA 


Name .. 
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In Business Abroad 


Ohio Oil Wins New Market for Libyan Crude; 
Spain Approves Its Bid to Build Refinery 


With handsome inducements to the Franco govern- 
ment, Ohio Oil Co. at last has won a market in Spain 
for a portion of its Libyan crude oil. Madrid last week 
approved “in principle” the U.S. company’s bid of seven 
months ago to build a 25,000-barrel-a-day refinery. 

Ohio Oil’s Libyan concessions are owned jointly with 
Continental Oil Co. and Amerada Petroleum Corp., 
but these partners are not involved in the Spanish 
refinery project. 

Ohio will supply about 84% —or some $16.8-million— 
of the financing, though it will get in return only 28% 
ownership. The government at no cost will take 52%, 
with Ohio’s Spanish partner, Petrolifera Iberica, report- 
edly getting a free 4%. Spanish banks will put up 16% 
of the financing. 

Ohio declined to comment on reports that it has asked 
for a 10-year contract to supply the refinery and that 
it has offered to waive repatriation of dollars earned on 
its 28% interest in the plant. 


Britain Steps Up Auto Production 


As Buyers Return to the Showroom 


Britain’s ailing auto industry seems to be picking up 
steam again. ‘I'wo giants, British Motor Corp., Ltd., 
and Ford Motor Co., Ltd., announced this week that 
they are returning laid-off workers to a stepped-up pro- 
duction schedule. 

Since the fourth quarter of 1960, British automobile 
production and sales have fallen sharply. However, in 
recent weeks sales have picked up and British auto 
makers are starting to move more quickly to keep pro- 
duction up to demand. 

One reason for this spurt in sales may be the recent 
easing of British consumer credit, which lengthened the 
payment period for installment buying from two to three 
years (BW—Feb.4'61,p76). This move was aimed specif- 
ically at helping the automobile, industry. 


Crop Failures in Communist Bloc 


Give Canada Bonus of Grain Sales 


Crop failures behind the Iron Curtain have given 
Canada a windfall in grain sales to the Communist bloc, 
with two transactions completed, a third pending, and 
feelers out for a fourth. 

China, now faced with famine, has bought 40-million 
bu. of wheat and barley in one of the largest ($60-million) 
cash deals Canada has made. 

In addition, the Soviet Union has bought 7.3-million 
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bu. of wheat to supplement its own disappointing farm 
production last year. Czechoslovakia is negotiating for 
up to 10-million bu., and Poland has indicated it also 
will buy from Canada if it can get satisfactory credit 
terms. 


To squelch reports that Canada has been out to 
increase tiide with Cuba since the U.S. imposed its 
embargo ]:st October, the National Planning Assn. has 
published . study that finds Canada is not “aggressively 
seeking” more sales to Cuba. 

NPA, undertaking the study with the Private Plan- 
ning Assn. of Canada, reports Canadian exports to Cuba 
down by $2-million last year, to $13-million. The study 
says an increase is unlikely in view of Cuba’s shortage of 
foreign exchange and Canadian insistence on cash pay- 
ments. 

e o e 


Socony Mobil’s New Plant in Italy 
Will Tap European Chemical Market 


Mobil Chemical Co. Div. of Socony Mobil Oil Co., 
Inc., this week announced its first foreign construction 
project. Its newly formed Italian affiliate, Mobile Chi- 
mica Italiana S.p.A., will build a chemical plant at 
Naples. 

This plant, slated to start operations by early 1963, 
will produce benzene, ethyl benzene, orthoxylene, and 
paraxylene. Initial annual output will be 130,000 metric 
tons, more than 75% of which will be benzene and 
orthoxylene. Most of the raw materials will come from 
the adjacent refinery operated by Mobil Oil Italiana, 
S.p.A. 

The new plant in Italy permits Mobil Chemical to 
operate more effectively inside the European Common 
Market. Initially, the chemicals produced will be sold 
in Italy. When peak capacity is reached, the company 
will move into the rest of Europe’s burgeoning market 


for chemicals. 
- 3 ? 


Business Abroad Briefs 


Two interesting sidelights on the Chinese famine: 
Peking is exporting much-needed food to Hong Kong 
in order to earn foreign exchange. In turn, Hong Kong 
residents are daily shipping about 50,000 food parcels 
back to their starving relatives in South China. 


Fairbanks, Morse & Co. has entered an agreement with 
a British firm, W. H. Dorman & Co., Ltd., under which 
the U.S. company will market small, high-speed diesel 
engines produced in England by Dorman. 


Columbia Pictures Corp. has joined forces in England 
with British Lion Films, Ltd., to form a single film- 
marketing organization serving the British market. 


Boeing Airplane Co. may have more jetiiner orders 
coming (page 64). British Overseas Airways Corp. off- 
cials are in the U.S. discussing the deal, which would 
amount to $21-million for three Boeing 707s, including 
spares and British-built Rolls-Royce jet engines. The 
purchase first will have to get Whitehall’s approval. 
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COOL OPERATOR 


. .. that’s Campbell Chain in wet process cement kilns, because of its 
excellent heat transfer properties and high resistance to abrasion. 
Campbell Kiln Chain is manufactured in two grades and three styles. 
It is one of many specialty items in the complete Campbell line of 
quality chain and chain assemblies—both welded and weldless. And 
Campbell’s nationwide facilities assure you immediate delivery and 
service. CAMPBELL CHAIN COMPANY 


FACTORIES: York, Pa.—West Burlington, lowa—Union City, Calif.-WAREHOUSES: East Cambridge, Mass, 
Aglanta, Ga.— Dallas, Texas— Chicago, Ill.— Seattle, Wash.— Portland, Ore.— Los Angeles, Calif, 


hue ONLY CHAIN COMPANY WITH FACTORIES & WAREHOUSES COAST-TO-COAST 














‘THE MARKETS 





How Will Business Be in 1961? 





What Will the Stock Market Do? 


The Dow-Jones 
will range between 


. <] 700 





‘ . 3.3% (think it will be in this range) 
3.3% 





a @) The FRB Index will average 


a few think it will 
go as high as 750 


a few think it will 
go as low as 525 


40.4% 


@©susiness WEEK 


(think it will be 
in this quarter) 





The business 
downturn will end in 
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16.7% oe ter 


2nd 
Quarter 


3rd 
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. 4th 
Quarter 


@) The Dow-Jones high 
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How Mutual Funds Size Up ‘61 


Taken together, institutional in- 
vestors form the most powerful group 
in the stock market. today. Institutions 
—for example, pension funds, mutual 
funds, bank-managed trust funds—con- 
trol some $75-billion in common stocks 
‘and account for almost a quarter of all 
trading on the New York Stock Ex- 
change. 

So if you’re active in the stock mar- 
ket, it’s important to know what the 
institutions are up to. 

* Selective Bullishness—Right now, an 
important segment of that group, the 
investment managers of the $17-billion 
mutual fund industry, is growing more 
bullish about both the stock market 
and the economy (chart). They are 
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confident that the recession will be rela- 
tively brief and mild, and a clear ma- 
jority believes that the recession will 
be over by summer. 

For this reason they are stepping up 
their purchases of common. stocks. 
Their buying, however, is likely to be 
selective. ‘There won’t be any across- 
the-board rush into depressed cyclical 
stocks, such as steels, autos, rails, as 
there was when the market turned up 
in 1958. 

‘These are some of the major findings 
jn BUSINESS WEEK’s third annual survey 
of mutual fund investment managers. 
It’s worth paying attention to because, 
as a group, mutual fund men have 
proved surprisingly accurate about the 


stock market. This doesn’t always show 
up in their market performance, and 
some fund men have missed the mar- 
ket turns by a wide margin, on both the 
up side and the down. But the consen- 
sus has been very close tu the mark. 
e Impetus for Buying—Moreover, mu- 
tual fund buying attracts still more 
buying. Just as the slowdown in mu- 
tual fund purchases was a factor in 
touching off the market decline a vear 
ago, renewed fund buying at the end 
of 1960 and early in 1961 has been 
a big factor in sparking the new upturn 
in stock prices. 

Fund managers are not so bullish 
now as they were in January, 1959. 
Then, sentiment was very clearly bull- 
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Rules lines and Composes Type 
all tt ONE operation...! 


The mos: complete form can be ruled 
‘and type-consposed in ONE operation and 
on ONE macl:ne. Your office typist works 
from your rouxh draft and produces a high- 
ly professios*:l1 form, complete with any 
style of type:and any style of ruled line. 
Skilled hand: ruling cannot match the 
fineness or pyecision of a VARITYPER 
machine ruled. line. 
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Your VARI2YPER machine 
will also suppiy you with pro- 
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Please send me V&RITYPER Book D-23 





86 The Marke?s 





. . . the mutual fund managers are apparently discount-} 
ing the possibility of a serious break in the market . . || 


ish. The market confirmed this op- 
timism, going on to new highs in 


August and December. Last year the 
mood had changed. The funds were 
much more cautious, increasing the pro- 
portions of bonds and defensive stocks 
in their portfolios. ‘Vhis drawing in of 
the horns was sensible, because the mar- 
ket last vear went through a prolonged 
shakeout, with the averages dropping 
almost 15%, and many popular blue 
chips suffering a much steeper decline. 
¢e New Situation—Now, looking to 
1961, the fund managers see the mar- 
ket helped by Pres. Kennedy’s moves to 
combat the recession—which should 
mean increased government spending 
and possibly renewed fears of inflation 
—and the lederal Reserve’s easy credit 
policy. This is just the reverse of the 
situation last year, when tight money 
was behind much of the talk of a down- 
turn in stocks. And some fund men 
think there’s a possibility of substan- 
tially improved earnings in cyclical com- 
panies later in the vear. As one said: 
“They were the chief victims of the 
recession, and should be the chief bene- 
ficiaries of the recovery.” 

e Continued Diversity—However, the 
most bullish of the funds are cautious 
when it comes to predicting a broad 
gencral rise for market prices. As the 
majority sees it, diversity, which was 
an important characteristic of the 
market in 1960, ought to carry over into 
1961. Even within stock groups, there 
is a wide range of opinion on how 
individual companies will perform. 
Thus one fund, which says that its 
investment policy became “‘more aggres- 
sive” during 1960, thinks that among 
drug companies, “Bristol-Myers and 
Sterling Drug look strong, while Merck 
and Parke, Davis look weak; among 
autos, Ford looks better than GM; in 
the soap group, Procter & Gamble 
looks stronger than Colgate.” 

Just because of this wide variety of 
company prospects there’s little expec- 
tation that a runaway bull market is 
likely to get under way in 1961. In 
fact, there are verv few funds that 
expect the Dow-Jones Industrial Aver- 
age to go above 700 this year (the 
highest prediction was for 800). At its 
high last week the Dow had already 
gone over 650, which doesn’t leave 
much room for a further climb. 

e Narrow Trading Seen—But while 
they foresee only a moderate advance, 
mutual fund managers are apparently 
discounting the possibility of a serious 
break in the market, which could 
happen if stock prices ran up too fast 
too soon. The majority opinion is that 


(STORY on page 85) 
the Dow won't go below 600; in per} 
centage terms, this means that most 
funds expect that whatever corrections 
there are in the market, they wilf 
amount to little more than 5% from 
the present level of prices. 

Thus, while the funds are clearh 
bullish in their investment outlook, 
they expect that the market averages, 
at least, will move in a fairly narrow 
trading range this vear. 

In deciding which stock groups look 
attractive for purchase in 1961, diver 
sity was the key word. In all, funds 
that responded to BUSINESS WEEK’ 
survey named 43 different stock groups 
that ought to outperform the Dow-} 
Jones average this vear, from office | 
equipment stocks (the most popular, 
picked up 10 funds) to meat packas 
(one of several stock groups named 
by only one fund). The return to 
favor of the oil stocks—fund buying of 
domestic refiners has been under way 
for some time—showed up well. Nine 
funds picked the oils to outdo the 
Dow; only two said oils would do 
WOTSsC. 

e Probable “Sells’—On the sell side, 
there was less disagreement. Auto and 
auto parts companies are expected to 








do least well; 17 funds said they should 
do less well than the Dow. This rep- 
resents a sharp turnaround, since in the 


fourth quarter of 1960 the funds wer | 


still net buyers of these stocks by a 
wide margin. Other stock groups 
tabbed as “‘sells’’ were tubbers, electri- 
cal equipments, and foods (which have 
had a very sharp runup in_ recent 
months). 

Opinion was evenly divided on elec- 
tronic issues, the star performers in the 
1958-59 bull market. Some funds felt 
that clectronic stocks are now over 
priced (particularly some of the glamor- 
ous space age stocks). Other funds, 
however, are still buying—though 
they’re very selective in their purchases. 
¢ Steel Prospects—The steel stocks 
also came in for a good bit of divided 
opinion, but on balance most funds 
liked the prospects for the industry. 
The same is true for chemicals, papers 
(depressed because of a severe cost-price 
squeeze), and rails—all three stock 
groups are being bought by more funds 
than are selling. And a few funds are 
still adding to their portfolios of utility 
stocks (which gave a big boost to most 
fund asset values last year). On_ the 
other hand, a number of funds think 
that price-earnings ratios on most util 
ity stocks are too high and that the 
time has come to start taking profits in 
the group. END 
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‘ocks With the opening of the Saint Lawrence Seaway, new deep- modern vessel. Specially treated for water-tightness and 
= draft vessels servicing Great Lakes shippers created a de- mildew-resistance, they safeguard vital equipment against 
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Select your next chai: from this distinctive new Steelcase line. Each chair is superbly 
styled, is quiet, coloriul, comfortable, commonsensible . . . and moderately priced. 
FREE COLORFUL #OLDER tells you more. Write Dept. B. Steelcase Inc., Grand 
Rapids, Michigan; Cénadian Steelcase Co., Ltd., Don Mills, Ontario. 
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Put low-cost wheels under supervi- 
sors, other employees whose work re- 
quires them to move around the plant. 
Unproductive time spent walking is 
cut 67%. Wages saved soon pay fore 
machine. 


730 INDUSTRIAL ELECTRIC 


Sturdy, dependable, practically main- 
tenance-free. Requires only 25-inch 
passageway; travels up to 40 miles on 
a charge. One of a complete line of 
electric and gasoline vehicles for every 
light transportation job. 


Free time study portfolio now avail- 
able: enables you to figure the dollar 
savings you can make in your own 
plant. Ask your Cushman dealer or 
write direct. 





ee one te ae at ce res | = 
CUSHMAN moTORS <= 
986 No. 21st, Lincoln, Nebraska 
A subsidiary of Outboard Marine Corporation 


Please send free time study portfolio 
Name 
Title 
Company 
Address 
City State 
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Wall St. Talks .. . 


. . . about prime rate, 
second-quarter dividends, a 
pay-TV plan, brokers’ ads, 
run-up in Certain-teed. 


Bankers say Pres. Kennedy’s demand 
for lower long-term rates (page 28) 
won't affect the prime rate, now at 
44%. They admit loan demand is slack 
right now, but they still have a lot of 
loans on the books and expect a pickup 
soon. Most feel that the prime rate 
will remain unchanged for some time. 


Most companies plan to hold the 
line on dividend payouts in fhe first 
quarter, in hope of business recovery 
a little later in the vear. The real test 
will be at second-quarter dividend 
meetings, when companies that are 
barely able to cover their payouts will 
have to decide whether or not to cut 
back. The most sensitive spots are the 
smaller steel companies and the rail- 
roads. 


Paramount Pictures Corp. may be on 
the way to its biggest test of pay-TV 
vet. Paramount is negotiating with a 
syndicate of investors who hope to op- 
erate a system in New York City over 
leased telephone lines. But company 
officials caution that many legal prob- 
lems remain to be solved, that it would 
be “optimistic” to expect operations 
within a vear. 


Brokers complain that mutual funds 
are taking a bigger share of New York 
stock issues than before, which mean’ 
individual customers are being frozen 
out. One reason the funds are favored 
is that underwriters know they will 
store ‘hot’ issues, rather than sell after 
a quick profit. 


Several brokerage houses will be 
called by the New York Stock Ex- 
change next week to explain newspaper 
ads that compare their performance 
record—based on security recommenda- 
tions—with that of popular stock aver- 
ages. NYSE apparently is concerned 
about the problems that arise in work- 
ing up such comparisons. 


The sharp run-up in Certain-teed to 
3+ (1960 low: 11) can be attributed, 
brokers say, to a squeeze on the shorts. 
The short position in Certain-teed had 
jumped from 739 shares in December 
to +7,3311 in January and is rumored to 
be even higher now. Some brokers feel 
the NYSE may have to ban stop-loss 
orders to discourage speculation, al- 
though the exchange says it isn’t con- 
sidering any action yet. 
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THE INTERCHURCH CENTER 


power to cool a clerical center 


Two Wagner® 900 hp motors utilize easily accessible 
low voltage power to drive centrifugal compressors 
in New York’s Interchurch Center 


One of the newest office buildings in the city, the 19-story Interchurch 
Center houses more than 2,000 workers. It is completely air conditioned... 
all 400,000 square feet of it. 


It’s a big job, powering the centrifugal compressors in a system that is 
designed to air condition that much space. A job usually handled by high 
voltage motors, but done here by two 900 hp Wagner® Type RP open type 
motors rated at 460 volts, 1750 RPM. They were specified to take advantage 
of an easily accessible low voltage power supply, and so eliminate the expense 
of running in a high voltage line. How do they perform under loads created 
by centrifugal compressors? Simply put, they operate at peak efficiency, 
day in and day out. 

Compact and dripproof, Wagner RP motors are packed with power and 
stamina. They’re the perfect drives for big pumps, fans, and blowers as well 
as compressors. Built in frame sizes 504U through 962S, Wagner open type 
motors are available in ratings through 1000 horsepower. 


Want your motor application analyzed? Call your Wagner Sales Engineer. 
His recommendations, and Wagner motors, will serve you well. 


Branches and Distributors in all Principal Cities 


Owner: The Interchurch Center Wasne r Electric Corporation 


6460 PLYMOUTH AVENUE, ST.LOUIS 33, MISSOURI 


Architects: 


Collens, Willis and Beckonert 
Vorhees Walker Smith Smith & Haines 


General Contractor: 


Turner Construction Company 


Mechanical Contractor: 
Raisler Corporation 











In the Markets 


Demand Kindled My Market Dip This Week 
Points to Growing Buyer Eagerness 


Stock prices suffered. «he reaction this week that Wall 
Street had been waiting for—but it was milder than 
expected, with the D»w-Jones average rallying after a 
mere 2% decline. This, while the prospect is for still 
another dip, many brokers report that investors, both 
institutional and individual, want to put their funds 
into equities and are sot prepared to wait for a decline 
‘that may not come. 

Most institutional ®: “ayers are continuing a selective 
policy, seeking out thy stocks that appear undervalued 
compared to the highPlying “growth stocks.” But some 
analysts insist the “tre ditional statistical yardsticks are 
no longer valid guide to the market, not only because 
the demand for stocl;; is far greater than the supply, 
but because many conpanies are able to grow at a much 
faster rate than the aviarage. 

This may be bull #iarket rationalization. While in- 
vestors are not yet :sfflicted with bullish fever, the 
demand for stocks préapted by this week's slight break 
is a sign that a band ‘gon movement may he growing. 
Stocks are still expexyed to decline somewhat or at 
least mark time bef leaping forward, but the old 
price peaks may be su'passed fairly soon. 


: 


SEC Gives Utilitixs the Green Light 
On Stock Option. Plans for Executives 


The Securities & Ijxchange Commission opened the 
door this week for u*ility companies to initiate stock 
option plans for theg executives. For the first time, 
it granted formal apj§pval of a plan by Middle South 
Utilities, Inc., to issu!: some 120,000 shares of common 
stock, presently valu@i at $4-million, to key manage- 
ment people (BW —lay28’60,p59). The opinion, by 
outgoing Chmn. Ecyard N. Gadsby, sets forth an 
approach that will in all likelihood apply to future ap- 
plications by other uilities. 

Until now, utilities: have refrained from issuing stock 
options, because SEC informally has taken a dim 
view of the practice.: The agency has maintained that 
the 1935 Holding Cémpany Act prohibited a utility’s 
granting options—becsuse Congress did not specifically 
state that options are ‘permissible securities, in the same 
category with commo,) stocks and first mortgage bonds. 

In reversing this sind, Gadsby agreed with Middle 
South that stock opgons have become an important 
tool in recruiting and, keeping executive talent. 

Middle South’s pla§, which still must be approved by 
shareholders, would sé&- aside 120,000 shares for sale to 
officials of the parent company and its subsidiaries over 
the next five years. ¥EC ruled, though, that the sale 
price should be at 169% of market value on the date 
of issue, instead of 95° as Middle South had requested. 


90 The Markets 


SEC also said that not more than 25% of the shares 
should be optioned to executives employed by Middle 
South at the time of the plan’s adoption, and limited 
the purchase price of shares bought by any one ex- 
ecutive to 150% of his regular annual salary. 


Sutro Bros. Takes Avionics Under Its Wing, 
May Sell Public Shares After SBIC Matures 


In the last year or so, over 20 small business invest- 
ment companies have sold stock to the public. Large 
blocks of capital have been raised—much of which then 
had to be reinvested in short-term Treasuries because 
attractive investment opportunities among small busi- 
nesses are apparently hard to find. A few SBICs have 
done very well and are now trading at handsome premi- 
ums over their initial offering prices. But the majority 
are at a discount, a fact that is causing investment 
bankers to take a new look at SBIC underwriting. 

In making its own reappraisal, Sutro Bros., & Co., 
a New York Stock Exchage firm, seems to have come up 
with a new approach: It is taking an SBIC under its 
wing, will develop it with its own funds until it is 
“mature,” and then may sell shares to the public. 

Sutro’s vehicle is Avionics Investing Corp., a small 
business investment company formed last year to invest 
in missile and space electronics. Avionics was started 
by S. D. Fuller & Co., a leading firm among Wall 
Street’s small underwriters (BW —Sep.24'60,p147), with 
the idea of raising $2.5-million by selling stock publicly. 
But before Avionics could reach the market, shares of 
most SBIC companies broke, and the issue was shelved. 

Sutro has now taken over the company, and plans 
to work slowly in developing it. 


President of Universal Controls Indicted 
In Alleged $3-Million Stock Fraud 


A federal grand jury this week indicted Morris Mac 
Schwebel, president of Universal Controls, Inc., for con- 
spiracy in an alleged $3-million stock fraud. U.S. off- 
cials say the prosecution “may turn out to be bigger than 
the Guterma case.” 

In November, on charges involving some of the same 
transactions that formed the basis of this week’s indict- 
ment, the SEC permanently disqualified Schwebel from 
appearing or practicing before it because of what it called 
“unethical and improper professional conduct.” 

This week’s indictment charges that in 1955 and 1956 
Schwebel—tugether with Jacob H. Greenberg, a Toronto 
attorney, who was also indicted—conspired to have un- 
registered shares of two companies, Basic Atomics, Inc., 
and Soil Builders International Corp., transferred to 
Leichtenstein trusts; and they then had them resold, still 
without registration, at a big profit in the U.S. by means 
of untrue statements of material facts. 

Schwebel’s comment on the indictment was: “I have 
not profited one cent by any of these transactions. . . 
This is an old situation . . . in connection with some 
opinions rendered by my office over five years ago for 
clients.” 


BUSINESS WEEK e Feb. 11, 1961 


MOT? HEP aS 








| = 








res 
lle 
ed 
2X- 


IP 


YO ae NY Ow 


cv 





OIE 





PERSONAL BUSINESS 


, 





BUSINESS WEEK 
FEB. 11, 1961 


A BUSINESS WEEK 


SERVICE 


Practically all Americans, from G.Ls to globe-trotting tourists, who have 
visited Japan, come away enthused about it. If you are planning a trip there, 
spring and fall months are the most coloriul (but, remember, the rains 
come in May). 


There’s plenty to do for the traveler who wants to lump sightseeing 
and business together. The Tokyo International Trade Fair, largest com- 
mercial show in the Far East, runs Apr. 17 to May 7 at the ultramodern 
Harumi Fair Grounds in Tokyo. As an official visitor, you can get a special 
badge that admits you to the fair, opens doors to factories around Tokyo, 
and gives you the services of an interpreter. (Write Japanese government 
representatives here, or the Fair Management Office, C.P.0. Box 1201, Tokyo.) 


Non-stop jet flights from the West Coast now get you to Japan fast— 
in 13 hours (first-class, round-trip, $1,230). But because of the fair and the 
Rotary International Convention opening later (May 28), you should make 
hotel and travel reservations quickly. 


You'll want to make Tokyo your headquarters for touring Japan. While 
Frank Lloyd Wright’s famous Imperial Hotel may be fully booked already, 
there are other fine hotels—newer ones include the Ginza Tokyu, the New 
Japan, and the Nikko. Others, like the Imperial, Dai Ichi, Maronouchi, and 
Shiba Park, have added new wings. And you feel the atmosphere of the old, 
19th-Century, Westernized Japan at such first-class hotels as the Shinaqgawa 
and Alasaka Prince. 


Japanese inns may suit you just right. Ask your travel agent, or maybe 
a Japanese acquaintance, to recommend one. They may suggest the Fukuda 
Inn or the Shin Komatsu near the Ginza, Tokyo’s main thoroughfare. A new 
countrywide directory of truly Japanese-style hotels (called ryokan) is 
available from the Japan Tourist Assn., 45 Rockefeller Plaza, New York 20. 


Tokyo boasts some fine restaurants, offering a variety of cuisines—but 
you'll probably get the most enjoyment from trying Japanese food. A leading 
specialty is tempura (delectable tidbits of fish or vegetable dipped in light 
batter, then cooked rapidly in deep fat). The Ten-Ichi, Inagiku, Doh-Hana, 
among others, are particularly adept a‘ preparing these “fish-frys.” 


For sukiyaki (pronounced ski-yakki), a succulent combination of 
beef, mushrooms, and vegetables, visit the Sukiyaki Room of the 
Imperial or the Suehiro, a large restau: ant just off Ginza. Japanese sake, the 
rice wine resembling dry sherry, is drunk with sukiyaki—but remember it’s 
deceptively mild. Be sure to try Japanese beer, too. 


For typical Japanese dining in a rural atmosphere, visit the Furusato 
Restaurant on the outskirts of the city. You’ll be served both cooked and 
raw foods beside an open hearth centered beneath a thatched roof. 


Tokyo’s nightlife—and there’s plenty of it—ranges from cozy, tiny bars 
to huge, brassy cabarets like the Copacabana, the Hanabashi, the Mexican, 
and the Queen Bee. If you want to take in traditional Japan, accept readily 
when your Japanese host proposes a geisha party. It’s a full evening affair 
—a sedate, formalized dinner with geishas helping prepare the food and 
entertaining to music between courses. 

Wives can join in at a geisha party, if correctly arranged in advance. In 
general, though, wives don’t accompany husbands for most social affairs. 
If they do, it may be a concession to what your Japanese host thinks Western 
visitors would expect. 

Perhaps your tour will coincide with the big international music festival 
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—titled the East-West Music Encounter—that opens Apr. 17 at Tokyo’s new 
Metropolitan Festival Hall. Other cultural attractions: the Noh and Kabuki 
theater performances, and the Takarazuka Opera Co.’s popular, spectacular 
revues (near the Imperial’s new annex). 


For a buying spree, the real fun is to windowshop along the off-street 
arcades. One of the oldest and best is located in mazelike corridors below the 
Imperial Hotel (cultured pearls, silk brocades, finely wrought silver, antique 
bronzes, carved ivory chess sets, cameras, binoculars). 


At the nearby, newer Nikkatsu Arcade, you’ll find ingenious battery- 
powered toys (for instance, “executive” bears that growl at secretaries and 
scribble notes). And don’t overlook the garden accessory shops. 


Take the time to travel outside Tokyo. Not far away is Hakone with its 
scenic drives along the Fuji Five Lakes from which you get views of snow- 
capped Mt. Fuji. Also, at Hakone, a new 13,000-ft. cable-car service has 
opened. You see the mountain scenery from high-riding gondolas. Then, too, 
there’s picturesque Kyoto, old capital, and Osaka, commercial city that rivals 
Tokyo. Here you’ll see puppet dramas and there’ll also be an international 
music festival Apr. 13 to May 10. 

It’s a good idea to bone up on Japan and its customs with reading before 
you leave. If you’re pressed for time, at least get the latest issue of This Is 
Japan from a book seller or from the Japanese consulate nearest you. A 
handy, pocket-size book to have with you is a phrase translator issued by 
the Japan Travel Bureau (Charles E. Tuttle Co., Rutland, Vt., $1). 


Planning to paint the outside of your house this spring? White is still 
the No. 1 color for conventional (wood) houses, but it’s slipping. 


In its place—as anyone can see in the Joseph’s coat decor of many sub- 
urban developments—a whole palette of colors is gaining popularity. Beige, 
aquamarine, turquoise, and coral are on the rise, while pink is losing favor. 


For those who don’t like to go quite that far in color, you'll find that grays, 
ivory, cream, green, yellow, and dark redwood are in demand. With surfaces 
other than wood, the deeper colors have a bigger vogue. 


For trim and shutters, white, deep green, medium green, black, and 
brown are all getting a play—while light green and red are picking up 
popularity. For roofs, pastel shades of green, gray, and red are well-liked. 


One of the best house paints is an acrylic emulsion (latex) coating 
that sells for about $8.40 a gal. It’s blister-proof and lasts up to seven or 
eight years with average weather; also, it resists mildew longer. Use of it, 
though, with its special primer, is frequently confined to wood that is bare 
or has been burned off. 

Don’t use it over old paint unless the surfaces are in good condition, 
and a professional has given you the go-ahead. Otherwise, paints with an oil 
base are recommended. They cost around $7.50 a gal. 


Laymen tend to forget that the type of construction should determine 
the paint. This is particularly important if your house is being painted white. 
If it’s part brick and part siding, for instance, don’t use the “self-cleaning” 
variety, since the paint will run over the masonry, leaving a stain. 


Self-cleaning white paint is chemically formulated to erode at a steady 


rate during its lifetime. Thus, dirt is, in effect, washed away by rain and wind. 
Contents copyrighted under the general copyright on the Feb. (1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y¥. 
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‘Pro’ Manager Takes On Military 


Defense 


Secy. McNamara represents special breed— 


the trained nginager—and he aims to apply firm executive 


hand in Pentcigon organization, review of defense strategy. 


¢ Administration is al- 
ensive reappraisal of 
The inquiry will 


Pres. Kennedy’ 
ready deep in an iz 
the nation’s defer::2s. 








be the most far-faching since Eisen- 
hower’s controve;sial military “new 
look” when he tok office eight years 


ago. 

Key figure in the new reappraisal is 
44-year-old Robes S. McNamara, an 
intellectual and ;'energetic executive 
whose profession# abilities were ab- 
sorbed in the autpobile business up to 
last Dec. 13. TYat was the day his 
appointment as @ecretary of Defense 
was announced «, the chilly doorstep 
of the Kennedy Aine in Georgetown. 

Only a mont& earlier, McNamara 
had been promoigd to be president of 
Ford Motor Cog in the climax of a 
meteoric 14-year g-areer with the com- 
pany. He had yee one of the com- 
pany’s much-pubficized “quiz kids,” 
group of talentec’ young Air Force sta- 
tistical control oficers hired in a body 
by Ford after VXorld War II (BW— 
Se p.26’59,p74). ? 

Two Stages—K jesults of the defense 
Oi review wif come in two stages. 
Pres. Kennedy hs ordered McNamara 
to come up with preliminary conclu- 
sions by the end of this month. These 
will be in time to show up in amend- 
ments to the Eisenhower budget for 
the next fiscal year. 

But the defenie reappraisal will con- 
tinue to set the gramework for longer- 
range strategic p!*aning. Both Kennedy 
and McNamara ‘want to draw up the 
fundamentals of ;lefense strategy in ad- 
vance, rather than leaving decisions to 
annual budget re: iews. 
¢ Not So Drasti-—In 1953 the incom- 
ing Republican Administration ordered 
a sweeping overlizul of the defense pro- 
gram to get “mc:e bang for the buck.” 
Spending was cit severely, and tight 
fiscal restriction; were clamped on 
Pentagon budgc's. Basic strategy was 
recast to stress c&terrence through mas- 
sive nuclear ret#®iation. Conventional 
forces for limited wars were cut back. 

Nothing so diastic is likely now. As 
the situation stsads, the changes un- 
der Kennedy ‘ill mostly accelerate 
trends already sijaping up in the last 
Eisenhower yea: 
¢ New Directicsis—Here’s the way the 
changes look: : 

In defense sf-nding, there will be 
an increase—but:it’s likely to be a slower 
buildup than wes implied in the politi- 
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cal campaign. Even under Eisenhower 
limitations on the Pentagon, military 
outlays rose at an annual rate of $1-bil- 
lion a year in the last five years. 

Kennedy has already approved a 
speedup in the Polaris and airlift pro- 
grams. The next budget will probably 
add less than $1.5-billion to Eisen- 
hower’s $42-billion military appropria- 
tion request—but it will involve a mas- 
sive reshuffling of funds for individual 
projects. The mood, as one top-level 
Kennedy official puts it, seems to be 
that “there’s much more to be gained 
by spending $42-billion or so more 
nearly correctly than by simply adding 
billions.” 

In defense strategy, the Kennedy- 
McNamara new look is expected to 
bring: 

e A shift in fundamental deter- 
rent strategy to place more emphasis 
on readiness for “brushfire’” wars and 
on making nuclear retaliatory forces less 
vulnerable to attack. 

e Greater military unification to 
curb duplication and interservice rival- 
ries. 

e A new examination of the role 
of foreign alliances and overseas bases. 

¢ A critical review of the place of 
National Guard and reserve forces. 

¢ More serious consideration of 
arms contro] measures. 


Professional Manager 


A look at McNamara’s record brings 
out the portrait of a top-grade profes- 
sional manager able to apply his admin- 
istrative talents to any _ institutional 
management problem. He is a prize 
specimen of a remarkable breed in U.S. 
industry—the trained specialist in the 
science of business management who 
is also a generalist moving easily from 
one technical area to another. 

A friend savs, “McNamara has all 
the best qualities of a professional 
manager. He has the ability to range 
over broad areas of interest. He is 
interested in ideas, has an analytical 
mind, and a capacity for action. He 
doesn’t worry over details or the possi- 
bility of making mistakes. He doesn’t 
nibble decisions to pieces. He won’t 
be scared off from a decision by some- 
one else’s reservations.” 

e Using the Brass—McNamara’s lack 
of defense expertise worries many in 
Washington, though. Like all incom- 


ing Pentagon political appointees, he™ 
will lean on the military professionals 
for facts and expert judgments. His) 
problem is to use the knowledge off 
the pros without becoming their cap 
tive. 

One long-time civilian official at the 
Pentagon, who works closely with Mc 
Namara, is enthusiastic. He says, ““Me- 
Namara is natively smarter than his 
predecessors, so he’ll elude capture by 
the brass.” 
¢ Strong Ideas—McNamara has strong 
ideas on management, which he in 
tends to apply. He sees two kinds of 3 
manager—the leader-executive who plans Hy 
and directs operations, and the judicial 
executive who rules on proposals from) 
his technical subordinates. He puts him- 
self in the first category. 

This contrasts with the approach 
of at least one predecessor—Charles E. 
Wilson, former head of General Mo- | 
tors Corp. Wilson viewed his role as_ 
Secretary of Defense as essentially that} 
of an arbiter on policy recommendations9 
from the professionals. 

Last week, McNamara pointed up} 
his interest in management theory by 
setting up in the Pentagon, for the first 
time, an Office for Management Plan-| 
ning and Organizational Studies. At? 
the same time, he abolished two assist 
ant defense secretary posts, reducing 
the number of Presidential appointees 
who report directly to him. 
¢ Thought and Action—McNamara’s} 
serious, scholarly mien reminds a visitor 
of Henry Fonda playing the role of 
college professor. He is tall, trim-look 
ing, wears rimless glasses. His mind is) 
marked by both curiosity and percep) 
tiveness—and a steel-hard resolution and) 
toughness that can be ruthless. | 

Born in San Francisco—grandson off 
an Irish immigrant and son of a whole 
sale shoe company executive—McNa 
mara majored in economics and philo 
ophy at the University of California 
(Phi Beta Kappa), got a graduate busig 
ness degree at Harvard in 1939. & 
Presby terian, he married his college 
sweetheart, has three children. He’ 
nominally a Republican, but supported 
Kennedy. 

In an industry where eggheads rarel 
flourish, McNamara has made a matk 
as a thoroughgoing intellectual. He has q 
shunned Detroit society, socialized little 
with auto tycoons, lived instead at Anti 
Arbor, a university town 40 miles away 
His friends there are largely professors 
and the kind of academic people wh¢ 
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ROBERT S. McNAMARA wants to be 
“working secretary, not social secretary. 
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NEW DEYPARTURE CASE HISTORY 


, 


Photo: Courtesy Simplicity Manufacturing Co. 


HOW NWN, /DYBALL BEARINGS REDUCE MOWER 
MAINTENSNCE AND PRODUCTION COSTS! 


PROBLEM: Manr:.facturer of well-known power lawn mower wanted to make unit 
more maintenancé-free. 


SOLUTION: Complete re-evaluation of all rotating parts including a study of 
rotary blade bearings by N/D Sales Engineer. His recommendation: Replace six 
existing non-intes:ally sealed bearings with lubricated-for-life New Departure 
ball bearings. Thése factory greased bearings are equipped with integral Sentri- 
Seals* and Land-i§ding Seals. Results: Greater consumer sales appeal by doing 
away with the ne#d for relubrication maintenance. In addition, N/D’s compact 
ball bearings rediige production costs by eliminating separate bearing seals and 
six unnecessary ¢: vase fittings. 


If you’re designing ee products involving bearings, invite a N/D Sales Engineer 
to your next desig discussion. His knowledge of bearing engineering may result 


in a savings and v 4iuable new product sales features. Contact him at y 4 
your local N/D Sais Office, or call or write New Departure, Division iy 


of General Motors" Corp., Bristol, Conn. *new Departure Registered Trade Name. 
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BALL BEARINGS 


DEPARTURE 


- PROVED RELIABILITY YOU CAN BUILD AROUND 
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One friend is Jack 


go into business. 
Walter 


Conway, an_ associate of 
Reuther. 

After college, McNamara was briefly 
and idealistically a sailors’ union or- 
ganizer, then an accountant, and for 
three years taught accounting at Har- 
vard. During World War II he was 
active—first as civilian consultant, then 
as officer—in setting up a_ statistical 
control system for the Army Air Forces, 
aimed at applying business management 
principles to AAF operational plan- 
This was a pet scheme of Robert 
A. Lovett, then Assistant Secretary of 
War for Air. 


Ford “Quiz Kid” 


It was this association that led 
McNamara to Ford at the war’s end, 
when 10 AAF “stat control” officers 
applied to the company and were hired 
as a group. The others—accountants, 
lawyers, economists—knew as _ little 
about the auto business as McNamara. 

They were given three months to 
learn the business, and in the process 
asked so many questions that they were 
dubbed the “quiz kids.” 

McNamara started’ in __ finance, 

branched into product planning, was 
general manager of the Ford Div. and 
group vice-president for cars and trucks 
before becoming president last fall. 
e “A Bear on Surveys”—At Ford, Mc- 
Namara displayed a passion for facts and 
for cutting to the heart of things. He 
was a bear on studies and surveys to 
dredge out facts. 

Henry Ford, II, once said of him: 
“He has in his head the facts and fig- 
ures most of us have to go to the 
library to dig out.” : 

One example of McNamara’s passion 
for facts showed up in 1956. It was a 
common belief then that Detroit 
couldn’t build a Volkswagen because 
labor and materials were too costly here. 
McNamara didn’t rest on belief. He 
had his staff buy a VW, dismantle it, 
cost each piece, then mount each piece 
on a big board with the German and 
U.S. cost labeled. That showed him 
how to proceed in planning the Falcon. 
¢ Decisive—Years back, the Ford Mo- 
tor Co. was governed by committees 
(and still is, to some extent, at lower 
levels). One reason McNamara rose 
was his willingness to make decisions 
and stand by them—particularly in prod- 
uct planning, where he was responsible 
for the Falcon and four-place Thunder- 
bird. 

But the decisions were based on ex- 
haustive research and incontrovertible 
facts—with no leeway for guesswork or 
seat-of-the-pants flying. 

Everything told McNamara to bring 
out the Falcon because it could be sold 
to young married couples, retired 
couples, teachers, public servants on 
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(Advertisement) 


of Local Service Airlines 








Texaco offers this series of 
informative bulletins in recog- 
nition of the vital new dimen- 
sion being added to business 
activity by local service air- 
lines. Texaco Inc., Aviation 
Sales Department, 135 East 
12nd St., New York 17, N. Y. 


Roster of local 
service airlines 


Alaska 

Alaska Coastal 
Allegheny 
Aloha 
Bonanza 
Caribair 
Central 
Cordova 

Ellis 

Frontier 

Lake Central 
Mohawk 

North Central 
Northern Consolidated 
Ozark 

Pacific 
Piedmont 
Reeve Aleutian 
Southern 
Trans-Texas 
West Coast 
Wien Alaska 


Special local transport airline flights make unusual contract obligations 
possible. Thanks to flexible local transport airline facilities, business men 
now often find it possible to fulfill contract obligations in a manner unheard 
of a generation ago. 

Take the huge Ballistic Missile Early Warning System that RCA is build- 
ing for the Defense Department. Since the project is near Fairbanks, Alaska, 
close communications with company headquarters posed a problem. 

The solution was found when RCA contracted Alaska Airlines to operate 
a once-weekly round-trip flight service between Philadelphia and Fairbanks. 
Flights involve 6,866 round-trip miles per week . . . a total of over 300,000 
miles for the year. Cargo includes both men and materials. 








Air freight expands to include direct ground link. Local service airlines 
make it possible to fly freight into practically any city in the U.S. Last year, 
local carriers moved over 5 million tons of air freight—a 200% increase 
over 1950. 

Now, shippers in the Arkansas-Louisiana-Texas area can take advan- 
tage of a new convenience offered by Trans-Texas Airways. On May 1, the 
Railway Express Agency began door-to-door pickup and delivery for Trans- 
Texas—a direct ground link for their air freight traffic. 








Local carrier “watch dog” service protects nation’s timber stands. 
Stranded vessels have been saved. Strayed livestock recovered. Fishermen 
rescued. Power line breaks discovered. All because of the vigilance of local 
carrier flight crews. But perhaps the most valuable “watch dog” service 
these men perform is detecting and reporting forest fires. 

Pacific Air Lines flights, for instance, cover 26 national forests as well as 
many of the nation’s most valuable stands of timber. Last year, Pacific flight 
crews alerted state and national forest firemen to fires in many areas— 
thus helping prevent the loss of millions of dollars worth of standing timber. 








Local carriers offer exciting vacation tips for the time- and budget-con- 
scious. Because they cover the entire United States, local service airlines 
offer almost unlimited vacation possibilities. Skiing, skin-diving, sight- 
seeing, bull-fight attending—to name just a few. Vacation planners find 
local carrier facilities especially helpful in planning short or inexpensive 
vacations. Bonanza Airlines flies vacationers to all the scenic wonders and 
famous winter resorts of the Southwest—including fabulous Las Vegas. 
Trans-Texas Airlines schedu.es week-end flights at special rates to the 
colorful old cities of Laredo and Nuevo Laredo. Or, for something different, 
travelers can get a breathtaking view of the Hawaiian Islands from Aloha 
Airlines sightseeing planes. Special lens windows let shutterbugs take 
undistorted shots of nature’s grandeur below. 

Central Airlines offers perhaps the shortest vacation on record. As part 
of its regular service, it schedules 20-minute, Sunday afternoon “Scenic 
Flights” over the 36 cities in its area. The cost? Just $2.50. 
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incomes—to low-income groups 
generally. And it was sold to just those 
groups. But the statistics didn’t tell 
McNamara that the human beings in- 
volved—the dealers—would sell Falcons 
and forget about big Fords. Chevrolet, 
on the other hand—relying on genera- 
tions of General Motors folklore—de- 
signed its Corvair in a way that didn’t 
cut into Chevrolet sales. 


fixed 


Ill. McNamara in Washington 


Lovett—a friend of McNamara since 
“stat control’? days—recom- 
mended him to Pres. Kennedy. R. 
Sargent Shriver, Jr., Kennedy's brother- 
in-law talent scout, flew to Detroit to 
sound McNamara out for the post of 
Treasury Secretary. But McNamara was 
more interested in the Defense Dept.— 
presumably because of the Pentagon’s 
nonpolitical character and vast mana- 
gerial challenge. 

* Ford Stock Sale—To comply with 
the conflict-of-interest laws, McNamara 
sold his Ford stock (for $1.1-million 
after taxes), placed the proceeds in a 
trust fund. He surrendered Ford stock 
option rights, but over the next six years 
will receive $618,750 in bonuses for 
past service. He retains pension rights 
of $1,315 a month beginning at age 65. 

The trust fund question stirred up 
a minor rumpus when a few congress- 
men objected to McNamara’s plan to 
insert a revocable clause, and to his 
proposal to bar the trustees from buy- 
ing stock in generally recognized de- 
fense producers but not in companies 
selling a meager volume of civilian-type 
products to the military. In the end, 
he agreed to instruct the trustees not 
to invest in any company with defense 
business, without any specification as 
to what that includes. 

Though McNamara has rented a 
town house on elegant Kalorama Cir- 
cle, and is chauffeured in the usual 
Cabinet Cadillac, he cringes at the en- 
tertainment demands of his new post. 
He has been averaging 12 hours a dav 
in his office, lugs home a brief case full 
of papers, works Saturday. 
¢ Firm Grasp—At his first formal 
Pentagon press conference last week, 
McNamara made it obvious that he in- 
tends quietly to take a firm grasp of the 
Pentagon’s wide-ranging affairs. He put 
on an impressive show, rattling off de- 
tailed figures knowledgeably, and crisply 
making six announcements. 

He even had a moment for some fun. 
Discussing the question of curbs on 
spending by military dependents over- 
seas, he quipped: “Since I’ve sold my 
Ford stock I can feel free to suggest 
that thev buy fewer foreign cars.” 


wartime 


¢ Choice of Aides—Kennedy — gave 
McNamara considerable latitude in 


picking people for top Defense ap- 
pointive jobs. Indeed, McNamara em- 
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fi at Famous Flagler System; Hotels 
A tradition in fine living for over 70 years” 


Xurious resort living, plus privaté 18-hofe/cham- 
inship golf courses. Ideal atmosphere, dancing 
and entertainment, superb dining. Medérate rates. 


THE BREAKERS / | 

Palm Beach, Florida - Frank R. Regan, Mgr 
The Breakers Golf Course, in top porditiogs S 
Ocean Bathing. ¥ ee 


HOTEL PONCE DE LEON 
St. Augustine, Florida + J. Kilbourne Hyde, Mgr. 


Beautiful Swimming Pool. 
Ponce de Leon GolfCourse neat 





William H. Summers, Mer 
Ponce de Leon Golf Course/adja 
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Space Age 
r e 
evolution 
“ e 
In time 
On your wrist you can now wear 
an electronic timepiece whose 
precision approaches that of the 
world’s time-standard observa- 
tories. Using electronic ideas de- 
veloped for satellite instruments, 
it’s powered by a Mallory Mer- 
cury Battery ... smaller than 


a dime, yet capable of lasting a 
year or more. 


MALLORY imagination at work in electronics and metallurgy 





Machining with a spark 


New method for precision-cutting 
the hardest metals, by electric 


spark disintegration, uses Mallory 
Sparkonite® alloys. 


Electronic squeeze 


Unique Mallory concept in minia- 
turization, Unitized Component As- 
sembly, could shrink a room-size 
computer to briefcase proportions. 


Mallory products and engineering 
skills serve the aircraft, automotive, 
electrical equipment, appliance, 
military, industrial and entertain- 
ment electronics industries. P. R. 
Mallory & Co. Inc., Indianapolis 6, 
Indiana. 
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Shining Example of a well-run railroad. 

Ask consignor#; ask consignees. Special equipment, superior 
+. 

service. This is he “railroad that runs by the customer’s clock:’ 


NICKEL* PLATE ROAD + CLEVELAND 1, OHIO 
a Offices in principal cities 
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Finance Company of America 


at Baltimore 
MUNSEY BLDG. - BALTIMORE 3, MD. + PLAZA 2-8450 


COMMERCIAL FINANCING SINCE 1917 
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The ZONE is part of the address 


The Post Office has divided 107 cities into postal delivery 
zones to speed mail delivery. Be sure to include zone number 
when writing to these cities; be sure to include your zone num- 
ber in your return address—after the city, before the state. 
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barrassed him by rejecting at least 
two men with strong political recom- 
mendations—Joseph D. Keenan of the 
AFL-CIO for the manpower post, and 
Franklin D. Roosevelt, Jr., for Navy 
Secretary. 

In many cases, McNamara has pickec 
men with the defense experience he 
lacks. His choices also reflect his 
intellectual bent—three of his top men 
share his college teaching background. 

McNamara’s team (BW-—Jan.28’60, 
p36;Feb.4,p40) is headed by Deputy 
Defense Secy. Roswell L. Gilpatric, a 
New York lawyer with an imposing 
record in defense affairs and a recom- 
mendation from Sen. Stuart Svmington 
(D-Mo.). Navy Secv. John B. Connally, 
Jr., ‘Texas lawver and administrator, is 
a protege of Vice-Pres. Lyndon B. 
Johnson. Air Force Secy. Eugene M. 
Zuckert, a personal friend who served 
with McNamara on Harvard’s Business 
School facultv, has previous defense 
experience. Army Secv. Elvis J. Stahr, 
Jr., a Rhodes scholar and university 
president, had a Pentagon job during 
the Korean War. 

The assistant defense secretaries 
include Charles J. Hitch, former chief 
economist of the RAND Corp., as 
comptroller; Paul H. Nitze, former 
State Dept. official, for international 
security affairs; Carlisle P. Runge, 
University of Wisconsin law professor, 
for manpower; and Thomas D. Morris, 
management expert with government 
experience, for supply and _ logistics. 


IV. Organizational Moves 


McNamara __ regards __inter-service 
rivalry as one of his chief problems. 
But he’s moving slowly on reorgani- 
zation, feels it would be “inappro- 
priate” for a newcomer to jump in 
fast. He believes a lot can be done by 


administrative measures rather than 
changes in the law. 
As he sees it, unification means 


assuring that the services do not have 
overlapping functions, that they employ 
common approaches to strategy, pro- 
curement, and so on. 

e Assistants’ Roles—McNamara _ has 
ideas on the roles of his subordinates. 
He wants the service secretaries, who 
have tended to be advocates for their 
services, to become, instead, his advo- 
cates with the services. 

He is considering steps to pass on to 
the assistant defense secretaries some 
of the policymaking functions of the 
service secretaries, and has already acted 
to bolster the role of the assistant de- 
fense secretaries. As part of the general 
defense reappraisal, he named three of 
them and Dr. Herbert F. York, holdover 
director of research and engineering, to 
head special task forces. 

The policy review will be pulled 
together by Adam Yarmolinsky, Wash- 
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.| BEST SHELVING 
>| IINWESTMENT 


Design makes the difference! Don’t settle for 
less than the exclusive Lyon CLIP and STUD which 
many have tried to copy but none can duplicate. 
Fully protected by Government patents, Lyon CLIP 
and STUD obsoletes conventional steel shelving and 
| guarantees you these extra dividends— 


Lome | 
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* Easy, fast, low cost assembly. 


ice | * Complete flexibility —shelves instantly adjustable 
from the front without use of nuts, bolts or tools. 


me * Tremendous structural strength and rigidity. 
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ins phone—ready to help you save space, time, money. second floor. A big saver of valuable floor space. 


vs Factories in Aurora, Ill.—York, Pa.—Los Angeles 
oy ¢ MAIL COUPON FOR THE 100-PAGE CATALOG 


There are many types of Lyon steel shelving. 
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LYON METAL PRODUCTS, INC. 
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for materials “endling near production line assemblers, machine 
operators and gher indoor workers. AUTOMATIC’S battery pow- 
ered electric D@ker, for example, works silently and smoothly with- 
out engine noi or objectionable fumes that disturb workers and 
cause operator fatigue. Because of its stand-up end control design 


§y in any type of congested areas where the operator 


it can work eas 
is required to l#: constantly on and off the truck. 

The Docker is just one of over 200 AUTOMATIC models which 
offer the advaniiges of battery powered electric truck operation. Get 
the full story aout the Docker in the brochure “Docker Facts and 
Factors” or write fer the helpful Truck Selector Guide which de- 
scribes the con:plete AUTOMATIC line. Write today. 


INDUSTRIAL TRUCKS 


" be 
Al/TOMATIC <a 


AUTG MATIC TRANSPORTATION COMPANY 


2ivision of The Yale & Towne Manufacturing Company 


*& W. 87th Street, Dept. B1, Chicago 20, Illinois 
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rights 
special 


lawyer with a civil 


ington 
recently named 


background, 


assistant to both McNamara and Gil- | 


patric. 

¢ Basic Difficulty—Behind all this 
there’s a basic division that McNamara 
will have to contend with. A high-level 
official explains: “Everything — here 
works in the direction of creating two 
sides—the office of the Defense Secretary 
on one side, the services on the other. 
It’s pretty much like the breach be- 
tween the executive and the legislature.” 


V. Problem of Strategy 


In his own highly budgeted routine, 
McNamara gives top priority to the 
question of weapons systems and their 
relation to strategy. On this issue, again, 
his approach differs sharply from Wil- 
son’s. Wilson, with a reputation as 
a production expert, considered it his 
primary function to introduce efficien- 
cies into arms production and procure- 
ment. McNamara is more concerned 
with the substance of what to buy, how 
much, and when—leaving the produc- 
tion efficiencies to his technicians. 

McNamara believes major decisions 
should be based as often as possible on 
quantitative analysis, or an economic 
analysis measuring costs in relation to 
strategic gains and alternative decisions. 

But, like Wilson, McNamara is not 
a big spender; he sees with the eye of 
an experienced comptroller (a post he 
held at Ford in 1949). It makes no sense 
to say we can’t afford to spend all we 
have for survival, he believes—but it 
makes as little sense not to look care- 
fully at the question of resources. 
¢ Strategic Debate—The answer to the 
question of how much to spend and to 
the conflicting claims for various weap- 
ons is wrapped up in competing de- 
mands for money and authority, and in 
the basic clash of defense strategies 
(BW—Oct.1’60,p106). On one side are 
those who contend that U.S. nuclear 
retaliatory forces have been built up 
at the expense of limited-war capability, 
and who argue for a ““minimum’”’ deter- 
rent force limited in size but able to 
survive attack and therefore able to re- 
taliate by destroving enemy cities. On 
the other are the advocates of a strong 
“counterforce” powerful enough to de- 
stroy an enemy’s nuclear power. 

The debate over strategy is reflected 
in a number of specific controversies, 
and in claims that there is a “missile 
gap” that threatens U.S. retaliatory cap- 
abilities (BW —Feb.13’60,p27). This 
week word leaked out of the Pentagon 
of a Kennedy-directed study that down- 
grades the claims of the “missile gap” 
critics. According to the report, the 
study says there is no evidence the 
Russians are building ICBMs on a 
crash basis, nor is there now any proof 
of a “missile gap.” END ; 
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Western Electric 


MANUFACTURING AND SUPPLY UNIT 


OF THE BELL SYSTEM 





What’s the difference between these telephones? 


Answer: 3000 miles. 


The area code for New York is 


“212”...and anyone dialing San Fran- 
cisco directly, would use code ‘415.’ 


The difference in miles, however, car 
be eliminated with the twirl of a tele- 
phone dial. Because in between is an 
incredibly versatile communications 
network . . . the integrated Bell Tele- 
phone System. 


It takes a lot of things to be able’ 


to wipe out those miles in a matter 
of seconds. For example, millions of 
miles of wire and cable, countless 
switching units, electron tubes, and 
thousands of other items, including 
telephones themselves. Most of these 
things were developed by Bell Tele- 
phone Laboratories and manufactured 
for the Bell Telephone System by 
Western Electric. And Western Elec- 


tric makes each part to work perfectly 
with every other part wherever it 
may be, whenever it was put into 
the System. Example: today’s new 
Data-Phone converts information into 
“bits” for transmission at the rate of 
1200 per second, but it works har- 
moniously with all Bell telephone 
equipment. 


Providing complete, up-to-date, 
nation-wide communications takes a 
special team: Bell Laboratories, the 
Bell System’s research and develop- 
ment unit; Western Electric, the Sys- 
tem’s source of high-quality, uniform 
equipment; and the Bell telephone 
companies, which provide service. 


Together, this three-part team 
shares a common aim: to bring ver- 
satile telephone service at the lowest 
possible cost to everyone. 
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| The Face of the Administration — / 


? 





FRANK W. McC¥LLOCH, 55, Chair- 
man, National Labor? Relations Board. Has 
been administrative ;ssistant to Sen. Paul 
Douglas (D-Ill) sin’# 1949. Previous to 
that, he was an industrial relations expert. 


Fa 





NEAL J. HARDY. 46, Commissioner, 
Federal Housing Administration. Since 


1954, director of N#ional Housing Center 
in Washington—a re:arch-educational insti- 
tute in housing field. Yormer official of Hous- 
ing & Home Finance Agency. 





CLARENCE D. MARTIN, Jr., 43, Under 
Secretary of Comme:ce for Transportation. 
Son of a former governor of Washington 
State, Harvard-educzted, a lawyer, experi- 
enced in business adjpinistration, real estate, 
and investment financing. 
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—— Decling With Business 








WILLIAM E. SIMKIN, 54, Director, Fed- 
eral Mediation & Conciliation Service. 
Arbitrator for American Viscose Corp., 
Crucible Steel Co., National Can Corp. 
Held wartime posts with NLRB and Na- 
tional Wage Stabilization Board. 





HAROLD F. LINDER, 60, President- 
Chairman, Export-Import Bank. Asst. Sec- 
retary of State for Economic Affairs 1951-52; 
former president of General American In- 
vestors Co., Inc.; trustee of Princeton’s Insti- 
tute for Advanced Study. 





KENNETH HOLUM, 45, Asst. Secretary 
of the Interior for Water & Power. General 
manager of Mid-West Flectric Consumers 
Assn. Defeated twice for U.S. Senate seat 
from South Dakota. Favors a strong program 
of public power and water development. 





WILLIAM L. CARY, 50, Chairman, Se J © 
curities & Exchange Commission. Law pro- ta 
fessor at Columbia University and counsel “ 
for a Wall Street investment firm. He held = 





wartime posts in Washington, and is a long- ™ 
term associate of top Democrats. = 
ST 


MARTIN W. OETTERSHAGEN, 69, Ad- | of 
ministrator, St. Lawrence Seaway Develop- 





k , 
ment Corp. Acting administrator since June “* 
4, 1960; deputy administrator since 1954. oil. 
He is an engineer. wid 

| 

| 
JOHN A. CARVER, JR., 43, Asst. Secte- | ov 
tary of the Interior for Public Land Man- Pres 
agement. He is a lawyer, and has been i. 
administrative aide since 1956 for Sen.} duri 


Frank Church of Idaho. | 
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GEORGE C. McGHEE, 48, Asst. Secre- 
tary of State for Policy Planning. Has been 
consultant to National Security Council, 
assistant to the Under Secretary for Eco- 
nomic Affairs, Coordinator for aid to Greece 
and Turkey, and Ambassador to Turkey. 





STANLEY S. SURREY, 51, Asst. Secretary 
of the Treasury for Tax Matters. Harvard 
law professor, special counsel to House Ways 
& Means Committee. Advocates reducing 
oil depletion allowance, broadening tax base, 
and eliminating tax loopholes. 





ARCHIBALD COX, 48, Solicitor General. 
Professor of law at Harvard, consultant to 
Pres. Kennedy on labor reform legislation, 
and one of Kennedy’s chief braintrusters 
during Presidential campaign. 















ROWLAND BURNSTAN, 59, Asst. Secre- 
tary of Commerce. President of Borg-War- 
ner International Corp. for past six years. 
Was president of Indian Motorcycle Co., 
Lawrence Aeronautical Corp., director of 
European operations of Pepsi-Cola Co. 





DR. LUTHER L. TERRY, 49, Surgeon 
General. Assistant director of the National 
Heart Institute and also since 1944 a faculty 
member of the Johns Hopkins Medical 
School. 





CYRUS R. VANCE, 43, General Counsel, 
Defense Dept. Partner in New York law 
firm of Simpson, Thacher & Bartlett. Spe- 
cial counsel to a Senate subcommittee in- 
vestigating satellite and missile programs, 
also counsel to Senate Space Committee. 





HICKMAN PRICE, JR., 49, Asst. Secre- 
tary of Commerce. Director of Mercedes- 
Benz Co. of Brazil, former vice-president 
of Kaiser-Frazer Corp. in charge of exports, 
and president of Willys-Overland Export 
Corp. 





EDWARD R. MURROW, 52, Director, 
U.S. Information Agency. CBS war corre- 
spondent, vice-president, commentator, pro- 
ducer of “See It Now,” and “Small World,” 
and most recently “CBS Reports.” 





FRANK B. ELLIS, 54, Director, Office of 
Civil & Defense Mobilization. Senior part- 
ner in New Orleans law firm, directed the 
Kennedy campaign in Louisiana. Former 
president of the state Senate. 
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AIR PREHEATER CORP.’S... 
Old Way with Foremen New Way with Managers 
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20 PRODUCTLON ASSISTANTS 





“WORK 


©susiness WEEK, 


FORCE 
i Where the Foremen FORCE 
i Fit in the New Setup 


} 
Upgrading’ Foremen With an Ax 


10 SECTION MANAGERS 


The growing complexity of modern 
production techniques has knocked 
great holes in the eitectiveness of the 
old-line, up-from-the-ranks foreman as 
the lowest rank of management. Fre- 
quently, the foremau lacks either the 
intelligence or the education needed to 
do his traditional jo} of translating the 
plans of higher mnagement to the 
men at the machines. 

\ good many cempanies recognize 
this quasi-obsolescene of foremen, but 
try to ignore it as at immutable incon- 
venience of life. Others have attempted 
training programs to “upgrade” their 
foremen into the changed roles. 

An entirelv differe::t formula has been 
adopted in the last vouple of years by 
Air Preheater Corp:. a wholly owned 
subsidiary of Combustion Engineering, 
Inc. APC has conypletely eliminated 
its +5 foreman jobs; whose occupants 
had been floundering,in uncertain limbo 
between managemergy and workers. In- 
stead, two new nae jobs have been 
created: 

Section managers} Today there are 
10 of these men, alk of whom are be- 
ing moved steadily hfeher into the man- 


110 Wanagement } 


agement sphere. Their jobs are respon- 
sible ones, even involving budget-mak- 
ing and the allotting of pav raises. Most 
of these jobs have been filled by the 
brighter ex-foremen, but eventually re- 
placements will be drawn from more 
educated types, with a solid lure held 
out to college graduates. 

Production aides. There are about 20 
of these jobs, clearly below the man- 
agerial level—even that of the old fore- 
men—and prettv much confined to such 
jobs as handing out materials and keep- 
ing track of time cards. Sometimes the 
production aides are still called foremen, 
but the vestigial courtesy title is ex- 
pected to fade away. 

At first glance, the placidly prosper- 
ous Air Preheater Corp. seems an odd 
place for such radical innovation. It 
was doing fine, holding an estimated 
90%-plus of the growing market for its 
major product—revolving drums_ that 
utilize exhaust gas to preheat air and so 
give a big boost to the efficiency of elec- 
tric utility boilers. It emplovs between 
900 and 1,200 people at its plants in 
Wellesville, N. Y. 

The growth of electricity generation 


had brought APC from a near break- 
even position in the Thirties to 1959 
sales of about $20-million, brought 
down to a $3.7-million after-tax profit. 
This meant a hefty $3.6-million divi- 
dend check to parent Combustion 
Engineering. 

¢ New Needs—Behind this sturdy fa- 
cade lay a couple of urgencies: 

e APC was widening the varicty 
of its preheaters, which meant that pro- 
duction required a higher level of plan- 
ning and technical knowhow. ‘The 
old foremen were not all up to this. 

¢ Top management at APC, from 
Pres. William F. Jetter and Executive 
Vice-Pres. Herman §. Marshall on 
down, was made up of men in their 
middle 60s; it was time to think of 
turning the reins over to younger men. 
Jetter decided to start with a corporate 
house-cleaning, and in the process to 
pick an heir apparent for each top job. 

This was about three years ago. Jetter 
began by calling in a management con- 
sultant, C. F. Mugridge, to chart for 
the first time the company’s procedures 
and job descriptions. As Mugridge 
looked around the cavernous plants, he 
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HOW AMCHEM CHEMICALS EXTEND FROM CROPS TO PROPS 


Amchem chemical developments provide a big assist to 
the potent forces at work in our never-ending battle 
against crop weeds. 


Highly selective Amchem chemical weed killers help 
American Farmers bring in healthier, more profitable 
crops by eliminating competition of weed and brush 
infestations. 


Crop spraying aircraft, modern version of the farm 
work horse, last longer, perform more efficiently when 
their aluminum parts are protected from corrosion, their 
paint finish firmly bonded by Amchem Alodine con- 
version coating chemicals. 


Amchem chemicals are hard at work everywhere—in 
industry, on the farm, at home. Amchem manufactures 


=O 


world farnous ‘‘Weedone”’ chemical weed and brush 
killers and plant hormones that eradicate weeds and 
stimulate plant growth. Alodine and Granodine have 
become standards in corrosion-proofing and pre-paint 
preparation for aluminum and steel, adding years of life 
to products of sheet metal and to the retention of their 
initial beauty. 


Through its Benjamin Foster Company Division, 
Amchem markets a wide line of protective coatings for 
thermal insulation. 


Amchem licensees abroad sell all of these products in 
every country of the free world. 


Write for further information. 


AMCHEM PRODUCTS, INC. 


(Formerly American Chemical Paint Co.) 
AMBLER, PA. 


Detroit, Mich., St. Joseph, Mo., Niles, Calif., Windsor, Ont. 
Amchem and Weedone are registered trademarks of Amchem Products, Inc. 
Alodine and Granodine are Amchem's registered trademarks for its conversion coating chemicals, 
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112: Management 


. wives say that their husbands now go out less with 


the boys, spend more time at home 


saw a fine chance to test his pet ideas 
on the foremen problem. 

¢ Anachronism—Mugridge, like many 
management people, was convinced that 
the old-line foreman was an anachro- 
nism. Personnel departments and unions 
alike had eroded the foreman’s hire- 
and-fire authority, advancing technology 
had weakened his traditional boast that 
he could “do any job better than any 
man in the shop,” and automation was 
threatening his existence altogether. 

Even the foremen themselves had 

vaguely recognized this situation and 
rather’ half-heartedly struggled against 
it by unionizing, by trying to expand 
their jobs (BW —Oct.31’5 59, p92), or by 
clinging to shreds of prerogative. 

¢ Whole-Hog—Mugridge wanted no 
part of any such half-way approach; his 
idea was to junk the whole foreman 
system and substitute something more 
suited to modern needs, Eventually, he 
sold his plan to Jetter and his aides. 

First, he created the section manager 
jobs, with real authority and responsi- 
bility for such areas of plant activities 
as construction, assembly, maintenance, 
and shipping. Some of the men were 
picked from the old foreman group, but 
in their new roles they were not mere 
super-foremen. ‘Their salary ceilings 
were doubled, to about $14,000. They 
participated in executive — planning 
meetings. ‘Their authoritv was widened, 
and for the first time they were judged 
on results. 

Today, the section managers can shift 
men from one job to another or from 
section to section; within policy limits, 
they can change hourly wage rates and 
piecework time standards. They co- 
operate with the engineering depart- 
ment on cost cutting and work ‘methods. 

Also, the section managers get, some 
of the less attractive features of manage- 
ment life. Now they work overtime and 
zren’t paid for it. They face 24-hour-a- 
day worrying over costs and profits. 
¢ Moving Down—Meanwhile, the old 
foremen who became production aides 
were Officially stripped of their rank, 
and the lip-service right to be consid- 
ered managers. What’s left to them are 
the more routine functions of the old 
foremen. Mugridge claims that even for 
the production aides there are some new 
advantages. Mostly, he says, their jobs 
have been reduced more in theory than 
in practice. He finds that, once they get 
over the initial shock, they are happier 
now that they know where they.stand, 
with no worry about a status that was 
slipping away already. 
¢ How It Works—APC’s top brass has 


become increasingly enthusiastic about 


(STORY on page 110) 


the way the change has worked. Manu- 
facturing Vice-Pres. W. Reid McKee— 
he was works manager and _ treasurer 
before the reorganization—points to 
some concrete gains: 

Productivity measured in tons of 
steel fabricated per man hour is up 
about 9%. 

Shipping schedules are “being met 


‘much better. 


Safety records last year were at least 
50% better than in 1959. 

Costs per unit of sales are down 5.5% 
despite a small increase in the average 
wage rate. 

Another big plus, according to Robert 
M. Eyster, one of the pl: int superin- 
tendents, is the upward pressure for 
improvements being exerted by the sec- 
tion managers. “They push the top 
boys pretty hard,” he says, and that 
keeps everyone on their toes. 

Last fall, the 200-man engineering 
department took a cue from the produc- 
tion shops and cut down drastically on 
the number of its front-line supervisors. 
Instead of 25 managers heading proj- 
ects, there are now eight with a wider 
range of responsibilities. 

Mugridge’s plan has worked well 
enough to get him another job. The 
Worthington Corp. plant that is Wells- 
ville’s other major employer has hired 
him to install the same foreman-less 
system. This may be a trickier job, for 
the Worthington plant is unionized as 
APC is not. Mugridge hopes this factor 
will make his results even more impres- 
ssive, and he argues that labor-manage- 
ment relations are often embittered by 
the ambiguity of the foreman’s post 
tion. 
¢ Personal Note—In little Wellsville, 
with a population of about 5,500, the 
changes wrought by Mugridge’s plan 
have been a favorite topic for gossip, 
with the social results widely noted. 
The new section managers, now firmly 
a part of management, have been up- 
grading their status. They took to 
wearing coats and ties to work, now 
usually wear them on their own time 
as well. After a rough transition, in 
which a few of them were equally un- 
comfortable in their old bars and in 
new circles, they have begun to fit into 
the town’s executive life. 

On a purely personal plane, the wives 
of the new managers think it’s fine. They 
say that their husbands now go out less 
with the boys, spend more time at 
home. Mugridge isn’t sure whether 
their thirsts have actually diminished 
or they are just learning the hard way 
about the homework demands of the 
executive. END 
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Movirg to Strengthen the Dollar 


In his secord economic message to Congress 
within a weeli, Pres. Kennedy has unveiled his 
program for dialing with the U.S. balance-of-pay- 
ments deficit ed the widespread doubts that have 
been aroused about the strength of our international 
financial posit‘on. Given the grave but delicate 
nature of this: problem, the tone of the message 
was excellent—:firm but not in any sense panicky. 
The President :simself put it this way: “Our situa- 
tion is one tha: justifies concern but not panic or 
alarm.” : 

To his credg, Kennedy also gave Congress and 
the nation a 4%ull-scale analysis of the U.S. pay- 
ments problem,—how a persistent but rather small 
deficit during :aost of the 1950s developed during 
the years 1958-0 into an insupportable gap between 
our overseas expenditures and receipts. This analy- 
sis, in turn, was wisely presented in the context 
of both our d»mestic economic situation and our 
broad foreign policy goals. 

For these reasons, the message has impressed 
Western Eurojie’s financial centers rather favorably. 
The free gold price in London and on the Continent 
is back wer was before the gold rush of last 
fall. Across thi Atlantic this week, financial experts 
are saying that the acute stage of the confidence 
crisis has pas##d. They add, however, that there is 
still a wait-and:see attitude. 

In the light of all this, it is regrettable that Ken- 
nedy did not go further in making new explicit 
proposals for cutting down our payments deficit. 
If his concrete proposals had fully matched the 
gravity of the situation he described, it might now 
be possible te say with some assurance that the 
dollar crisis hed passed entirely. 

To be sure, the President proposed several new 
measures, eacii of which should help a little in 
reducing our yayments deficit and the drain on our 
gold reserves. L has asked Congress to cut from 
$500 to $100 the duty-free allowance on foreign 
goods brought home by American tourists. Next, he 
has proposed iiigher interest rates on foreign offi- 
cial holdings o7 dollars, as an inducement for central 
banks abroad ‘9 hold their dollars rather than con- 
vert them inte gold. In addition, he will ask Con- 
gress for legistation to prevent abuse of foreign “tax 
havens” by Anfericans investing abroad. 

For the resi, the new Administration is riding 
along with the various dollar-saving moves made by 
Pres. Eisenhoyer, except in the case of his order 
to cut back the number of military dependents over- 
seas—a step tat Kennedy reversed last week. The 
new Administ gation, like the last, also will strive 
to increase U.S. receipts from abroad through a 
vigorous expoy! promotion effort and a campaign 


to attract foreign tourists to the United States, @ 

There is a hint in the latter part of the message 
that Kennedy soon intends to get at the nub of our’ 
payments problem—the heavy military expenditures | 
(some $3-billion a year) that we still are committed 
to make abroad, largely in the strong, competitive} 
nations of Western Europe. . 

In a somewhat obscure but possibly significant’ 
passage, Kennedy said that he had asked the: 
Secretary of Defense to “review the possibilities 
for savings in the logistic support of our forces, in- 
cluding the combined use of facilities with our 
allies.” Where appropriate, Kennedy added, we 
shall also “urge the purchase of the newer weapons 
and weapons systems by those of our allies who are 
financially capable of doing so.” 


Unanswered Questions 


If the President means by this that his Adminis- 
tration intends to strike a new financial balance with 
West Germany on defense costs, as ex-Treasury 
Secy. Anderson tried to do, then this country could’ 
confidently look forward to a steady, if gradual, 
righting of its balance-of-payments problem. 

However, other parts of the message evoke the 
disturbing thought that today the Treasury and the 
State Dept. share an illusion that was prevalent 
during the first half of 1960 only among State Dept. 
Officials. The illusion then was that an expansion 
of exports would solve the whole payments problem. 
The export expansion came (it was even stronger 
in the second half of last year than during the first 
half) and yet—because of a huge outflow of short 
term capital—we ended 1960 with a deficit of $3.8 
billion. This was equal to the record deficit of 1959) 
when our exports lagged badly but there was a sub- 
stantial inflow of short-term capital from Europe. 

It is far from clear, as the Kennedy program 
seems to assume, that we can take our 1960 export 
surplus as a solid base from which to work. It is} 
altogether possible that during the second half of 
1960 we temporarily reached an export plateau a 
a $20-billion annual rate, and that it will be ex 
tremely difficult to maintain this performance; 
throughout 1961. Certainly, it will not be possible 
to do so if the boom in Western Europe should 
taper off this year—and if it continues, then we must 
expect a continuation of high interest rates in) 
Europe and little, if any, return of short-term capital 
to this country. 

With the possibility of wide swings in our exports 
and imports, and the great fluctuations that have’ 
developed in short-term capital movements, it will 
almost certainly take stronger action than Kennedy 
has proposed to maintain the strength of the dollar. 
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